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% Increase 


(Decrease) 

1984 1983 
Fe ihaeen over over 
(in millions) Years Ended December 31 1984 1983 1982 1983 1982 
Consolidated 
Income From Continuing Operations $ 106.3 $ 105.6 Bi) 7% 34.9% 
Loss From Discontinued Operations — — (109.7) 
Net Income (Loss) 106.3 105.6 (31.4) 7 
Earnings Per Common Share 

Continuing Operations 4.02 3.96 Pall he! 15 45.1 

Discontinued Operations ooo — (4.90) 

Net Income (Loss) 4.02 3.96 (2.17) iitte: 
Dividends Per Common Share 2.00 2.00 2.00 os — 
Shareholders Equity at End of Year” 992.8 953.0 910.3 4.2 4.7 
Finance Division 
Revenue $1,804.6 $1,581.9 $1,497.6 14.1 5.6 
Net Income 113.6 114.3 86.4 (.6) go. 
Principal of Finance Receivables** 5,367.5 4884.3 4256.3 9.9 14.8 
Average Account Balance” * 2,330 2,313 2,048 1.0 12.9 
Reserve for Credit Losses as % 

of Principal of Finance 

Receivables* * 3.96% 4.21% 442% (5.9) (4.8) 
Merchandising Division 
Net Sales and Other Revenue $ 697.7 $ 650.3 $ 599.7 is 8.4 
Net Income 16.6 hike ya] 12.6 mea 23.0 


*Includes Redeemable Preferred Stock of $125.0. 


**At end of year. 


ABOUT THE 


COMPANY 


eneficial Corporation is one of the world’s 

leading consumer financial services 
companies. Consumer finance, with over $5 
billion in receivables, is the cornerstone of 
Beneficial’s business and the basis of the 
Company’s market franchise. Financial services 
are provided to consumers through 973 loan 
offices in the United States, and 182 offices in 
Canada, the United Kingdom, West Germany, 
New Zealand, and Ireland. Within consumer 


finance, real estate secured loans and bank credit 


card receivables represent Beneficial’s key growth 
markets. Credit card receivables are originated 
through Beneficial National Bank USA, the 
Company’s consumer bank. Beneficial also owns 
a small commercial bank and several other 
consumer banking and thrift units. 


Through the Beneficial Insurance Group (BIG), 
whose assets approach $2 billion, Beneficial 
provides a wide variety of life, annuity, accident 
and health, and property and liability insurance 
coverages. Credit insurance and annuity 
coverages are BIG’s main sources of profitability. 


Western Auto Supply Company represents 
Beneficial’s Merchandising Division. Western 
Auto is a hard goods retailer specializing in 
automotive supplies, particularly for the “do-it- 
yourself” consumer. 


Six of our key assets are pictured at right. The story of their 
success, and the professionalism of our 1,150 other loan office 
managers, is the subject of our photo essay this year, which 


Re iro energy tes 
appears on pages 5 through 12. 


TO OUR 
SHAREHOLDERS 


Beneficial continued its strategy of team 
maximizing profitability in basic ke oa 
markets and businesses in 1984. oe. 


All these areas of the Corporation 
had a truly excellent year. Unfortu- 
nately, the property and casualty 
reinsurance lines of the Insurance 
Group, which are not a part of our 
basic long-term strategy, incurred 
continuing heavy losses, signifi- 
cantly lowering our overall profit- 
ability. Reflecting this impact, 
Beneficial’s consolidated net in- | 
come of $106.3 million was about 

flat with 1983, although earnings 

per share increased marginally to 

$4.02 from $3.96 reflecting a 

slightly reduced number of com- 

mon shares outstanding. 


Earnings of our core business, the 
Consumer Finance Group (CFG), 

rose strongly to a record $111.7 | 
million from $96.1 million in 1983. 
However, Insurance Group profits | 
declined sharply to $1.9 million 
from $18.2 million a year earlier, 
so that overall Finance Division 
earnings were little changed from 
1983. Net income of the Merchan- | 
dising Division, represented by 

Western Auto Supply Company 

and subsidiaries, rose to $16.6 mil- 
lion from $15.5 million in 1983, bo af 
with operating earnings before 


Finn M. W. Caspersen 


special items advancing by an ex- ; 

cellent 29%. Western Auto con- ban 

tinues to make significant progress - | 

in implementing its strategic goal Ie 

of centering on the automotive 
ae 


supply market, where it is already 
one of America’s leading national 
retailers. Despite the expensing of 
substantial current investments 
related to this strategy, Western 
Auto’s earning power continues to 
steadily move towards an accept- 
able level of profitability. 


The Consumer Finance Group’s 
excellent earnings results are grat- 
ifying. Strong receivables growth 
continued for the second consecu- 
tive year, indicative of our ability 
to market and generate high-yield- 
ing consumer loans. Beneficial’s 
total receivables portfolio has 
increased more than $1.1 billion 
since the beginning of 1983. At 
the same time, credit quality of 
the portfolio has improved dra- 
matically, a result of our equally 
strong ability to assess the credit- 
worthiness of our borrowers and 
to collect the loans we make to 
them. 


We are consumer lenders. This 

is what we do best. This is our 
franchise. In the future we plan 

to concentrate on our basic busi- 
ness, expanding its focus only with 
the insurance and other financial 
services that are directly related 
and complementary to our well- 
focused mission. 


Within the Insurance Group, earn- 
ings of the credit insurance and 
annuity businesses remain strong. 
Problems are centered in the 
property and casualty reinsurance 


business where, although we have 
sharply restricted and refocused 
current writings, we continue to 
be adversely impacted by loss de- 
velopment on the previously writ- 
ten business, which was generated 
almost entirely from a few manag- 
ing general agents (MGA's). While 
contracts with these agents have 
been terminated, a substantial 
amount of new MGA premium 
was booked in 1984 reflecting the 
significant reporting lags inherent 
in this method of operation, as 
well as the influence of multi-year 
renewals. Each dollar of new MGA 
premium generates proportion- 
ately a significant loss, since given 
the troubled state of the industry 
and our clear desire to be conser- 
vative, substantial reserves are 
posted immediately. 


We are confident that MGA premi- 
ums written will be significantly 
reduced in 1985, so that barring 
severe further deterioration in loss 
development or major insolven- 
cies of reinsurers behind us, Insur- 
ance Group net income should 
gradually begin to recover as rein- 
surance losses begin to abate. 
Hopefully, the worst is now over, 
so that the excellent earning 
power of our basic credit insur- 
ance and annuity businesses will 
no longer be negated by the prop- 
erty and casualty drain. 


arnings improved 

in nearly all of the 
Company’s businesses, 
but overall results con- 
tinued to be negatively 
impacted by reinsurance 
losses. 


What has made the reinsurance 
problem all the more frustrating 

is the excellent progress we have 
made over the past several years 
in virtually all other areas of Bene- 
ficial. Quantitatively, earnings per- 
formance of our other businesses 
has improved significantly. Quali- 
tatively, we continue to make ex- 
cellent progress in improving the 
professionalism of our manage- 
ment team—both through internal 
development and promotion and 
through selective hirings from the 
outside. Both the strength and the 
depth of Beneficial’s management 
team has increased in each of the 
past several years, and particularly 
so in 1984. 


Competition in the consumer fi- 
nancial services business intensi- 
fied in 1984. Many other financial 
and non-financial companies are 
realizing what we have known for 
decades—how very attractive a 
business it is to provide financial 
services to American consumers— 
particularly to lend to them. But 
despite the increased competition 
in our core business, we continue 
to prosper, even though we are far 
from realizing our full marketing 
potential, both in the lending and 
insurance sides of the company. 
In the future, we plan to sella 
broader array of insurance, loan, 
and related financial products 

to our expanding customer base, 
developing a stronger relationship 
with them. 


Strategically, we are extremely 
well positioned to compete in an 
increasingly deregulated consum- 
er financial services marketplace. 
The cornerstone of our strength 

is the 1,155 outlet consumer loan 
office network throughout the 
United States and five foreign 
countries. But equally valuable is 
our consumer bank, Beneficial Na- 
tional Bank USA, providing bank 
credit card and related financial 
services to over 750,000 con- 
sumers nationwide by mail, from 
its Wilmington, Delaware location. 
Increased utilization of the deposit 
gathering opportunity is available 
to us through Beneficial National 
Bank USA, our consumer thrift 
units, and through our commer- 
cial banking subsidiary. Finally, 
through our insurance subsidi- 
aries, we underwrite directly the 
insurance products we sell to our 
customer base. Few competitors 
in the industry currently have 
such an extensive strategic arsenal 
under one roof. Our main task in 
the future is to continue to maxi- 
mize the profitability of these indi- 
vidual units, as well as to optimize 
the cross-selling opportunities of 
our products across the spectrum 
of our total customer base. Much 
hard work remains to be done, 
and the outlook is hardly free of 
risk, but our prospects are clearly 
exciting. 


In December, we agreed to sell our 
Australian consumer finance sub- 

sidiary for approximately $30 mil- 
lion cash. During 1984 we also 


sold our small Japanese consumer 
finance operation. These sales, as 
well as the winding down of our 
commercial finance activities, 
demonstrate our commitment to 
pruning out the low return parts of 
our businesses with a firm disci- 
pline. Accordingly, with the excep- 
tion of the reinsurance area, 
Beneficial’s earnings and basic 
health have never been stronger. 


We thank you, our fellow stock- 
holders, for your support during 
this period of redirection. Our 
company has been repositioned 
and the strategic groundwork has 
been laid. We now hope to enjoy 
the fruits of our labor. 


We are highly optimistic about the 
outlook for Beneficial Corporation 
in 1985 and for the longer term. 


eee ae 


Finn M. W. Caspersen 


Chairman of the Board 
and Chief Executive Officer 


PEOPLE 


ending money is very much a “people” 

business, and Beneficial’s greatest 
strength—the source of our success in consumer 
lending—is our people. 


Consumers will always need to borrow, and 
Beneficial people will always be there to lend, to 
provide thoughtful and knowledgeable counsel- 
ing, and personalized customer service to 
America’s middle class. 


We are proud to present, on the pages that follow, 
portraits of six of our key assets. They are a cross 
section of the more than 1,150 loan office man- 
agers who serve Beneficial customers across our 
nation and the world. Each manages a business 
in his or her community. Some businesses are 
small, and some are not so small, but each man- 
ager is a lending professional who knows his 
customers by name and need. 


A $2 million office located in a small town in 
Oklahoma, for example, functions like a “local 
bank.” Compare this to a $125 million second 
mortgage office in a San Francisco suburb, or a 
$3 million loan office near a military base in 
Fayetteville, North Carolina, that deals primar- 
ily in unsecured loans. 


The operations of the six highly profitable offices 
we portray—and 1,150 others like them—are the 
cornerstone of our business. Their managers are 
the heart of our company. They are Beneficial. 


ANGIE 
GREGORY 


ngie Gregory manages an $8 million office— 

primarily second mortgage loans—in the 
close-knit agricultural community of Tulare, Cali- 
fornia, just north of Fresno. Through lending 
expertise and extensive knowledge of over 1,000 
customers, Angie and her staff are uniquely able 
to provide advice on borrowing alternatives. 


RICHARD 
ANDREWS 


. custome are iy OP oiel The manager, 
Dick Andrews, i is a retired Navy man who under- 
stands the needs of this market. Nearly 75% of his 
outstandings are unsecured loans with profitabil- 
ity supplemented by excellent insurance sales. 


JUDY > 
FIELDS 


_ udy Fields manages a $2 million Beneficial 
office in rural Woodward, Oklahoma. Appoint- 

_ments scheduled after regular closing time are 
the rule in Woodward. This successful office is 
truly a standout in its operation of Beneficial’s 
Income Tax Service. Judy’s familiarity with her 
customers’ financial profiles makes tax prepara- 
tion a natural product line extension. 


+ ie } Ms 
a 


3 introduce Beneficial to these customers. 


he $5 million Westchester, Florida office 
managed by Abe Perez serves both the Span- 
ish and English-speaking communities in the 
greater Miami area, emphasizing second mort- 
gage loans. Abe and his bilingual staff stress 
courtesy and personal service to provide a 
comfortable atmosphere. They typify Beneficial’s 
ability to serve a unique market niche. 


ED) i 
BEARBY | 


Mateo, California, manages 
ial’s very largest offices. He 
> real estate specialists, with over 
n ‘second mortgage loans, origi- 
ri ily through brokers. Extensive 
‘real estate lending allows them to 
uable additional product: conven- 
: hone first peer 


PEOPLE 


he six Beneficial managers you have just 

met in our photo essay, and all our loan 
office staffs, are very special people. They are 
people who care deeply about our customers. 


Collectively, they run a big business, almost $5 
billion big. All across America and in five foreign 
countries, they offer consumer loans to help 
people meet their immediate financial needs or 
turn a dream into reality. Many different loan 
products are available—varying in maturity and 
other terms, as well as means of access—to suit 
each customer’s individual requirements. In 
many cases, the money is in our customers’ hands 
in 48 hours. Increasingly, a broadening array 

of insurance products is also being offered by 
Beneficial professionals to meet another key 
financial need of our customers. 


At tax time, Beneficial managers show taxpayers 
hundreds of ways to save money. Customers ap- 
preciate the expert help they receive in determining 
all the varied credits and deductions to which 
they are entitled. 


Highly motivated, personally involved, these 
dedicated professionals make the difference 
at Beneficial. 


BENEFICIAL 


1984 IN 
REVIEW, 


/ ES jehetesr per share increase marginally to $4.02 
from $3.96 in 1983. 


Or ac Finance Group earnings increase 
16% to a new record. 


Oe iier Finance Group net income return on 
average receivables, an excellent 2.14%. 


Ger quality of the receivables portfolio 


continues significant improvement. 


I nsurance earnings sharply reduced by 
continuing substantial property and casualty 
reinsurance losses. 


VW estern Auto net income increases 7% and 
aftertax operating earnings before special gains 
climb 29%. 


BENEFICIAL 
1984 


Review of Fourth sale of a distribution center, while 
Quarter Results 1983 net income included $1.5 
million in special real estate and 
debenture repurchase gains. Re- 
moving these special items, West- 
ern’s operating earnings in the 
quarter increased to $4.9 million 
from $3.9 million in 1983. 


Beneficial Corporation’s fourth 
quarter net income increased to 
$27.8 million from $25.9 million 
in the fourth quarter of 1983. 
Comparable earnings per share 
rose to $1.07 from $0.97 in 1983. 


Full fourth quarter income state- 
ments for each of Beneficial’s Divi- 
sions are presented within the 
Financial Section of this report. 


BALE p ae Meese MNS IML ee th Fourth quarter Finance Division 
ne profits increased slightly to $27.8 
million from $26.7 million in 1983 


rofit gains in led by a good gain in Consumer ; 
eer Finance Group profits to $26.3 Financing 
y . . 'd y . . 
million from $23.9 million a year Hae fond Benoheiatraaire 


tained its corporate policy of fi- 
nancing growth largely through 
long-term debt since the asset 


Western Auto boost declined to $1.5 million from 


$2.8 million. Insurance earnings 


fourth quarter results 


Finance Group and earlier. Insurance Group earnings 
included $14.0 million in one-time 


and offset decline in tax benefits received under the Cee xe RRS Se eee 
if | G “fresh start” provisions of the nated by peed ats eee 
nsurance UTOUup ck 4 doing, the Corporation has created 
AST Deficit Reduction Act as they re- ; i ; 
earnings. ltd bo Litinsuraneecomenaee a conservative, risk-averse capital 
Be ees, structure that reduces its sensitiv- 
| Western Auto’s fourth quarter net ity to interest rate fluctuations. 
| income increased to $6.2 million However, the proportion of short- 
from $5.4 million in 1983. In- term debt in the mix was allowed 
cluded in 1984 results was a $1.3 to increase in 1984 reflecting 
million net aftertax gain on the Beneficial’s growing ability to 
Net Income 
(in millions) % Increase 
1984 1983 (Decrease) 
Consumer Finance Group $111.7 $ 96.1 16.2% 
Insurance Group 1.9 18.2 (90.0) 
Finance Division 113.6 114.3 (0.6) . 
Merchandising Division 16.6 TS.5 Ti 
__ Corporate Expenses (a) (23.9) (24.2) (1.2) 
Net Income $106.3 $105.6 0.7% 
Earnings Per Common Share $ 4.02 $ 3.96 1.5% 


eS SE SE ES TT 


(a) Aftertax effect. 


BENEFICIAL 
1984 


Funding Base 


(in millions) 
12/31/84 


Short-Term Debt 


U.S. Currency $ 679.4 
Foreign Currency 156.1 
Total Short-Term Debt 835.5 
Deposits Payable 253.0 
Long-Term Debt 3,964.5 
pecmging Base ____.$5,053.0 


eM renee EST RSENS LY ATU K 


originate variable rate loans, both 
in the bank credit card business 
and in the consumer finance of- 
fices. Long-term debt is primarily 
fixed rate, with the major excep- 
tion being a $200 million issue 
that is repriced twice a year at a 
spread of 50 basis points over six- 
month Treasury bill yields. 


Beneficial was active in the long- 
term debt markets in 1984 as a 
result of the year’s strong receiv- 


ables growth coupled with refund- 


ing needs for maturing debt. 
During the year, $871.9 million 

in long-term debt was issued, of 
which $242.5 million was issued 
under the Company’s medium- 
term note program. The weighted 
average interest rate on all long- 
term debt issued in 1984 was 
12.67%. The flexibility offered by 
Rule 415 “shelf registration” pro- 
cedures significantly aided term 
financing efforts, as Beneficial 
made aggressive use of this fund- 
ing approach. 


ee eeennseeeacsieninheentinu naomi as 
% of % of 
Total 12/31/83 Total 


eS ee eaten 
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13.4% $ 306.8 6.7% 
3.1 202.8 44 
16.5 509.6 ae 
5.0 230.5 5.0 
78.5 3,841.7 83.9 
100.0% 
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Reflecting maturities of lower- 
coupon debt during 1984 and the 
year’s sales of term debt at the 
prevalent rates, the embedded 
average rate on Beneficial’s total 
long-term debt of $4.0 billion in- 
creased to 10.41% at December 31 
from 10.01% at the end of 1983. 
However, this remains a highly at- 
tractive rate for fixed rate financ- 
ing, generating a substantial 
spread on funding the fixed rate 
receivables portfolio. This huge 
portfolio of term debt provides a 
powerful stabilizing influence on 
Beneficial’s overall cost of funds 
despite the fluctuations of short- 
term borrowing costs. The average 
cost of short-term funds, including 
the cost of bank compensating 
balances and commitment fees 

on lines of credit, was 11.33% for 
1984, up from 10.78% for the 
prior year. 


$4,581.8 100.0% 


eneficial’s pol- 
icy of financ- 
ing growth largely 
through long-term 
debt has reduced the 
Company’s sensitivity 
to interest rate 
fluctuations. 


BENEFICIAL 
1984 


eneficial 

allowed its 
percentage of short- 
term debt to increase 
moderately in 1984, 
reflecting its growing 
portfolio of variable 
rate loans. 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 


Consumer Finance Group Earnings 
| (in millions) 


yeu ieee tate 


| 
| $120 


20 | 


1980 1981 1982 1983 1984 


Average Cost of Funds 


1984 1983 1982 1981 
1st quarter 10.49% 10.01% 11.29% 11.18% 
2nd quarter 10.70 10.03 11.29 1a! sr 
3rd quarter 10.96 10.27 10.94 1215 
4th quarter 10375 10.30 10.48 11.43 
Full Year 10.73% 10.16% 10.88% 11.53% 


Chiefly reflecting the gradually 
increasing rate on the long-term 
debt portfolio, Beneficial’s world- 
wide average cost of funds reached 
a mean of 10.73% for the full year, 
up from 10.16% in 1983. Benefi- 
cial’s average borrowing cost of all 
debt, short and long, on a quar- 
terly basis over the past four years 
is presented in the table above. 
These rates include the cost of 
bank compensating balances and 
commitment fees on commercial 
paper back-up lines of credit. 


Included in the above totals are 
higher cost foreign currency bor- 
rowings incurred to finance Bene- 
ficial’s overseas operations, with 
borrowing costs particularly high, 
on a relative basis, in our opera- 
tions in Canada and particularly 
so in Australia, which was sold at 
year end. The average cost of U.S. 
dollar borrowings during 1984 was 
a somewhat lower 10.10%, up from 
9.32% in 1983. 


Beneficial’s domestic short-term 
financing is effected mainly 
through the direct issuance of 
commercial paper to institutional 
investors. At year end, domestic 
bank lines of credit totaled $603 
million. Beneficial is in the proc- 
ess of converting a substantial por- 
tion of these lines to committed, 
revolving credit lines. Overseas 
bank lines total $185 million. 


Consumer deposits play a modest 
role in Beneficial’s funding. At 
December 31, total deposits were 
$253.0 million, up from $230.5 
million at the end of 1983. Of the 
1984 year end total, $84.9 million 
represented employee thrift ac- 
counts, with the remainder gener- 
ated from Beneficial’s thrift units 
in Ohio, Florida, Colorado and the 
United Kingdom, as well as from 
Beneficial National Bank USA, our 
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Consumer Finance Group — Profitability Analysis 


eek. 1984 1983 1982 1981 
Average Receivables (a) ny _ $5, 208. 2 $4, 479. 9 $4,266.9 $4,366.8 
% of Average Receivables Barrer mea weirs 
Finance Charges and Fees 19.89% 20.53% 21.25% 20.88% 
Interest Expense 8.60 8.24 9.10 9.96 
Lending Spread 11.29 12.29 12:46 10.92 
Other Revenues 1.14 1.43 1.10 eas 
Gross Spread 12.43 13.72 13.25 12.09 
Provision for Credit Losses 1.70 2.30 2.69 2.48 
Salaries & Employee Benefits 3.24 370 3.90 4.35 
Other Operating Expenses 3.68 4.06 3.89 i) 
Total Operating Expenses Aaeek 62 10.06 10.48 10.58 
Operating Income fs: 81% 3.66% 2.77% 1.51% 


(a) In millions. Excludes unearned finance charges. 


consumer bank. During 1984 BNB 
USA began to experiment with 
direct mail solicitation of con- 
sumer deposits from over 500,000 
selected credit card account 
holders nationwide. Initial results 
are encouraging, with a modest 
total of $10.5 million in deposits 
held at year end from the ini- 

tial test. 


Because of its distinct nature as 
a commercial bank, Beneficial 
National Bank is a non-consoli- 
dated subsidiary of Beneficial 
Corporation. Its $68.7 million in 
deposits are not included in 

the total. 
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Consumer Finance Group 


The Consumer Finance Group 
(CFG) is Beneficial Corporation’s 
basic engine of profitability. It is 
the unit which conducts Benefi- 
cial’s consumer lending business, 
and also serves as the marketing 
channel through which a large 
share of the Insurance Group’s 
operating profits are generated. 
Included in the CFG are the do- 
mestic and foreign loan offices, 
the bank credit card business 
(conducted by Beneficial National 
Bank USA), the income tax serv- 
ice, and Beneficial’s mortgage and 
thrift subsidiaries. Finally, while 
not consumer oriented, Benefi- 
cial’s leveraged leasing and com- 
mercial finance activities are also 
included in CFG results. 


The CFG had another excellent 


year in 1984 as net income in- 
creased 16.2% to $111.7 million 
from $96.1 million in 1983. The 
positive effects of strong receiv- 
ables growth, excellent improve- 
ment in credit quality and close 
control of operating expenses 
offset the negative impact of a 
squeeze on lending margins. 
The table at left analyzes CFG 
profitability dynamics over the 
past four years, presenting major 
categories of income and ex- 
pense as a percentage of the 
average principal balance of re- 
ceivables. This table, which is a 
key analytical tool, illustrates the 
influences producing the dramatic 
recovery in CFG profitability 
since 1981. 


During 1984 Beneficial’s receiv- 
ables increased a strong $484 
million (10%) following on the 
heels of 1983’s excellent $628 
million gain. Accordingly, 1984’s 
average receivables outstanding 
increased a vigorous 16% to 
$5,208.2 million from a mean 
of $4,479.9 million in 1983. 


Reflecting the dominant propor- 
tion of lower yielding real estate 
secured loans in the portfolio, as 
well as active rate competition 
from other consumer lenders, 
finance charges and fees fell 

to 19.89% of mean receivables 
from 20.53% in 1983. Thus, with 
interest expense increasing to 
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otal operating 


expenses have 
improved dramati- 
cally over the last 
four years, from 
10.58% of average 
recewables in ’81 to 


8.62% in ’84. 


Consumer Loan Delinquency 


at December 31 


0.9 


0.6 


0.3 


1980 


il 


1981 


1982 1983 1984. 


8.60% of receivables from 8.24% in 
1983, Beneficial’s lending spread 
(roughly the equivalent of a bank’s 
net interest margin) fell to 11.29% 
from 12.29% in 1983. It should be 
noted that this margin does, how- 
ever, remain at a quite high abso- 
lute level relative to banks and 
other financial intermediaries. 
With other revenues down some- 
what at 1.14% of receivables, 
Beneficial’s gross spread de- 
clined to 12.43% from 13.72% 

in 1983. 


Reflecting the year’s significant re- 
duction in net chargeoffs to $70.4 
million (1.27% of average gross 
receivables) from $83.6 million 
(1.73% of receivables) in 1983 and 
the continuing improvement in 
delinquency, the provision for 
credit losses fell sharply to 1.70% 
of receivables from 2.30% in 1983. 
Despite this reduction, the reserve 
for credit losses was a highly con- 
servative 3.96% of total receiv- 
ables at year end, a level 3 times 
the year’s actual net chargeoffs. 


The CFG enjoyed substantial oper- 
ating leverage from the recent 
years’ strong receivables gains on 
the base of largely fixed operating 
costs. Salaries and employee bene- 
fits fell to 3.24% of receivables 
from 3.70% a year earlier, while 
the other operating expense cate- 
gory (which includes rent, adver- 
tising, telephone, travel and all 
other operating costs) declined to 
3.68% from 4.06%. Thus, the key 


operating efficiency ratio (the 
sum of these two aforementioned 
ratios) improved to 6.92% from 
7.76% in 1983. Continued im- 
provement in this efficiency ratio 
is anticipated in the future. Note- 
worthy is the dramatic improve- 
ment in total operating expenses 
(including the provision for credit 
losses) over the last four years 
from 10.58% in 1981 to 8.62% 

in 1984. 


Driven by this improvement, pre- 
tax operating income increased to 
3.81% of mean receivables from 
3.66% in 1983. Despite a slightly 
higher effective tax rate in 1984, 
the CFG’s net income return on 
average receivables was an excel- 
lent 2.14%. 


As noted above, Beneficial en- 
joyed another year of excellent 
receivables growth in 1984 
reflecting active solicitation 
efforts for new business in the 
strong consumer economy that 
was prevalent. As has been the 
case in recent years, real estate 
secured loans and bank credit 
card receivables were the major 
sources of growth. Beneficial’s 
renewed commitment to its tradi- 
tional unsecured personal loan 
and sales finance markets was 
reflected in a gain in sales finance 
outstandings for the full year and. 
a slowing in the contraction in per- 
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Consumer Finance Offices 
1984 


973 
102 


at December 31 


United States 
Canada 
Australia 

United Kingdom 
Japan 

West Germany 
New Zealand 
Ireland 


Total 


Principal of Finance Receivables 


at December 31 (in millions) 1984 
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1982 1981 
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Real estate secured loans 
Personal loans 

Bank credit card receivables 
Sales finance contracts 


Leasing and commercial 
finance receivables 


Total 


$2,909 
1,209 
749 
311 


190 


sonal loan outstandings. Leasing 
and commercial finance receiv- 
ables declined reflecting portfolio 
run-off due to Beneficial’s with- 
drawal from the commercial fi- 
nance market. However, moderate 
growth in leveraged leasing receiv- 
ables was achieved. 


Beneficial’s real estate secured 
loans increased to $2.9 billion in 
1984, as we continue to be one of 
America’s very largest second 
mortgage lenders. The average 
real estate loan made continued to 
increase, reaching $17,710 in 1984, 
up from $16,403 in 1983 and only 
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232 
$4,446 


168 
$4,253 


$11,775 in 1982, thereby generat- 
ing substantial operating expense 
efficiencies. 


Similar trends are also apparent 
in unsecured lending activity, with 
the average personal loan made 
increasing to $1,959 from $1,823 
in 1983, and the average sales 
finance contract purchased rising 
to $816 from $684 a year earlier. 


Revolving loans, both unsecured 
and secured by a second mort- 
gage, continue to be a key source 
of high quality receivables growth. 


Total revolving receivables out- 
standing increased to $682.2 mil- 
lion at December 31 from $408.3 
million at the end of 1983. Revolv- 
ing loan programs involve estab- 
lishing a preapproved line of 
credit, accessible through checks 


~ issued to the consumer and drawn 


on Beneficial National Bank, our 
commercial banking subsidiary. 
Consumers appreciate the con- 
venience and flexibility of such 
programs, which are also highly 
cost-effective from Beneficial’s 
perspective. A substantial portion 
of revolving loans are written on 
a variable interest rate basis (gen- 
erally prime plus 4%), allowing 
us to fund these loans quite prof- 
itably with commercial paper 
borrowings. 


Geographical Distribution 


U.S. marketing through the loan 
offices currently centers on 38 
states offering combinations of 
reasonable regulation as to rate 
and method of operation, healthy 
state economies, and sufficient 
market size to provide for econo- 
mies of scale in operating costs. 
U.S. operations are relatively con- 
centrated, with the dominant 
state, California, representing 
nearly one third of total loan of- 
fice receivables. Other large states 
of operation include Pennsylvania, 
New York, Ohio, Texas, Florida and 
New Jersey. 


Foreign receivables, which repre- 
sent only 9% of Beneficial’s total, 
are concentrated in Canada and 
the United Kingdom. 
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Close attention to profitability re- 
quirements brought about some 
additional pruning of the office 


network. Accordingly, direct meas- 


ures of operating efficiency in the 
loan office system continued to 
improve in 1984. Cash invested 
(net receivables) per employee, a 
particularly important measure, 
increased significantly to 
$940,800 at year end from 
$839,900 at the end of 1983. Simi- 
larly, cash invested per office rose 
to $3,630,000 from $3,030,000 a 
year earlier. 


Foreign Operations 


During 1984 Beneficial narrowed 
the scope of its foreign operations, 
centering on the most attractive, 
profitable countries. In July, 

our small Japanese operation 
(approximately $14 million in 
receivables) was sold. Japanese 
operations had been unprofitable 
since inception. A more substan- 
tial divestiture took place in 


December, when the Company’s 
Australian subsidiary was sold for 
approximately $30 million cash. 
While consistently profitable, Aus- 
tralian operations had not, in re- 
cent years, earned a return up to 
the corporate standard, and future 
prospects were considered uncer- 
tain. Total receivables of Austral- 
ian operations were over $202 
million at year end. 


Beneficial’s foreign finance busi- 
ness now centers on our large op- 
erations in Canada and the United 
Kingdom. At year end, total for- 
eign receivables were $494 mil- 
lion, down from the peak of almost 
$723 million at the end of 1983. 


Sales Finance 


During 1984, sales finance out- 
standings increased 43% to $311 
million, reflecting the Company’s 
success in growing this key prod- 
uct category. Sales finance con- 
tracts offer not only a profit 


i 
} 10 tay (a) Foreign Finance Receivables 
| (in millions) 12/31/84 12/31/83 12/31/82 12/31/81 12/31/80 
8 Canada $285.1 $277.7 $204.7 $231.1 $203.3 
| Australia — 209.5 206.5 234.6 183.1 
eee Nd Bee WI bend Bee United Kingdom 123.4 129.2 120.3 118.3 119.2 
. West Germany 54.9 59.7 63.8 64.0 74.2 
New Zealand 23.8 PNT, how 14.5 95 
——_ th Japan ll 13.5 12.4 14.3 8.7 
lreland an Sy 5.6 2.0 0.8 
res Wl fee Gu Eee Il Total $494.3 $722.7 $631.5 $678.8 $598.8 
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opportunity for the Company, 
but also an excellent source of 
new customers. During the year, 
30% of new loan customers were 
obtained from sales finance 
conversions. 


Under the banner of Bencharge 
Credit Service, Beneficial has redi- 
rected its efforts in this business 
away from traditional high risk, 
door-to-door retailers to “main- 
street” merchants, including com- 
puter, furniture, appliance, and 
home improvement stores. Mer- 
chants are offered a full-line credit 
service including such features as 
credit authorization via a toll-free 
number, tips on improvement in 
credit sales, training, and statisti- 
cal information. The Company of- 
fers a variety of plans ranging from 
small, single purchase contracts to 
private label revolving charge ac- 
counts. The average sales finance 
contract written in 1984 was $816, 
up from $684 in 1983. 


Income Tax Service 


Beneficial’s Income Tax Service is 
provided to customers from loca- 
tions throughout the United States 
and Canada. These include both 
Beneficial loan offices and inde- 
pendent banks, credit unions, 
savings and loan associations and 


retail stores, as well as several “free- 


standing” offices. For the 1985 tax 
season, Beneficial will signifi- 


cantly expand its Income Tax Ser- 
vice distribution network through 
an agreement with Montgomery 
Ward, adding 178 locations in 

the U.S. 


The Income Tax Service recorded 
increased revenues again in 1984. 
During the year, over 300,000 tax 
returns were prepared. Excellent 
results were recorded by the 
Canadian tax discounting opera- 
tion, where customers are able to 
obtain an immediate loan against 
the future receipt of a tax refund. 
In the coming year, the Income 
Tax Service will emphasize cus- 
tomer service through value-added 
enhancements that satisfy the cus- 
tomer’s desire for audit assistance, 
convenience, and tax and financial 
planning. 


Beneficial Mortgage Corp. 


In June 1984, Beneficial Mortgage 
Corporation began transition from 
a two- office mortgage company to 
a full-service mortgage banking 
subsidiary supporting origination 
of mortgages through Beneficial’s 
loan offices. First mortgages are a 
very compatible addition to the 
Company’s traditional product 
mix. To support expanded opera- 
tions, in 1984 Beneficial Mortgage 
installed computer systems to as- 
sist in loan tracking, document 
preparation, secondary marketing, 
and loan registration. 


First mortgages are originated 
through six regional processing 


centers located in California, Flor- 
ida, Delaware, and Missouri, and 
currently through a limited num- 
ber of finance offices in fifteen 
states. All loans are sold to inves- 
tors in the secondary market, with 
servicing retained by Beneficial. 
At December 31, 1984, the servic- 
ing portfolio totalled $90 million. 


Beneficial Commercial Corp. 


Due to poor performance 
reflected in the high level of 
delinquency and net chargeoffs 
experienced over the past few 
years, Beneficial effectively exited 
the commercial finance and non- 
tax oriented leasing areas in 1984. 
Consequently, those portfolios are 
now being liquidated. Beneficial 
Commercial Corp. (BCC) has refo- 
cused its efforts on tax advantaged 
leveraged leasing transactions, the 
Group’s original and only busi- 
ness. The leveraged lease portfolio 
has been virtually trouble free and 
quite profitable. Highly attractive 
opportunities remain for equity 
participants such as Beneficial 
that have substantial taxable in- 
come to offset. Subject to the con- 
tinued availability of taxable 
income, which is expected to be 
quite substantial over the coming 
years, Beneficial intends to rees- 
tablish itself as a significant equity 
participant in the leveraged leas- 
ing market. 
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Despite the closing of several large 
leveraged leasing transactions in 
1984, total leasing and commer- 
cial finance receivables declined 
to $189.6 million at year end from 
$232.7 million at the end of 1983 
because of commercial finance 
portfolio run-off and chargeoffs. 
Accordingly, while BCC generated 
a significant net loss in 1984, a 
return to at least breakeven oper- 
ations is anticipated in 1985 
because of sharply reduced net 
writeoffs and slashed overhead 
expenses. 


Beneficial National Bank USA 


Beneficial National Bank USA 
(BNB USA), located in 
Wilmington, Delaware, is Benefi- 
cial Corporation’s consumer bank. 
As a national bank regulated by 
the Comptroller of the Currency, 
BNB USA is primarily engaged in 
the credit card business, issuing 
MasterCard and Visa cards to 
more than 750,000 consumers 
nationwide. With total credit card 
receivables of $745 million at year 
end, BNB USA is believed to hold 
the nation’s twelfth largest bank 
credit card portfolio, and to rank 
among the very largest issuers of 
premium bank cards—the gold 
MasterCard card and the Premier 
Visa card. 


BNB USA is one of Beneficial Cor- 
poration’s finest success stories. 
Like many initial entrants, Benefi- 
cial Corporation’s early efforts in 


the bank credit card field in the 
late 1970’s were troubled by a 
high level of delinquency and 
chargeoffs. Coupled with high op- 
erating costs and sluggish portfolio 
growth, the business generated 
substantial losses. However, under 
present management the bank 
credit card business has been 
transformed into an extremely 
profitable, rapidly-growing and 
highly-efficient consumer bank 
with strong credit quality. As indi- 
cated in the table on page 19, bank 
credit card outstandings, including 
approximately $4 million held by 
the U.K. consumer finance opera- 
tion, have increased more than 
seven-fold since 1981, with out- 
standings increasing $277 million 
(59.0%) during 1984. 


This excellent growth has largely 
been achieved internally, through 
sophisticated advertising and 
direct mail solicitation. Extensive 
use of newspaper “coupon” ads 
was made in 1984, and in 1985 the 
bank plans to experiment with 
phone-in solicitation through tele- 
vision commercials. In addition, 
the bank continues to pursue ac- 
quisitions of credit card portfolios 
of smaller regional banks. During 
1984 the acquisition of the $14 
million portfolio of Westamerica 
Bank NA of San Raphael, Califor- 
nia was completed, bringing total 
portfolio acquisitions over the 
past three years to $78 million 


BENEFICIAL 


1984 


achieved through four separate 
transactions. Along with contin- 
ued internal growth, aggressive 
pursuit of acquisition opportuni- 
ties will continue in the future, 
given the fact that the highly auto- 
mated nature of bank credit card 
processing makes it a business 
whose profitability benefits dra- 
matically from economies of scale. 
Thus, divestiture may prove attrac- 
tive to banks which do not foresee 
soon crossing the approximate 
$100 million critical mass 
threshold. 


Reflecting this economy of scale 
effect, BNB USA's ratio of operat- 
ing expenses (excluding advertis- 


ing) to mean receivables declined 
dramatically to 3.6% of the portfo- 
lio in 1984 from 4.6% of cutstand- 


ings in 1983. Coupled with strong 
revenue growth generated by the 
excellent portfolio increase, the 
Bank’s net income increased 
sharply to $12.0 million from $6.8 
million in 1983. The 1984 per- 
formance represents a 2.0% after- 
tax return on average assets. 


The Bank’s $745 million credit 
ecard portfolio is split about 
equally between premium card 
and standard card outstandings. 
The premium cards are designed 
to appeal to upscale consumers 
with incomes in excess of $40,000 
per year, offering unsecured lines 
of credit of $5,000 or more and a 
variety of travel and entertain- 
ment benefits. Pricing on 


premium card accounts is 
particularly attractive from a cor- 
porate funding perspective, as out- 
standings carry a variable rate of 
prime plus 4%, subject to a mini- 
mum. Thus, significant pricing 
protection is afforded on the up- 
side should short-term interest 
rates rise sharply. Moreover, of 
strategic significance, the pre- 
mium card product affords 
Beneficial Corporation an 

entree to a growing, conven- 
ience-oriented, upscale con- 
sumer market segment. 


Beneficial National Bank USA is 
Beneficial’s key, most successful 
direct mail marketing arm. Late in 
the year the Bank began an exper- 
imental program to gather con- 
sumer time deposits through the 
mail. Results of the test were suc- 
cessful, with over $10 million in 
deposits generated by year end. 
The deposit gathering program 
will be fully rolled out in 1985. 
Over time it is anticipated that the 
Bank’s direct mail expertise can 
be crossfertilized with the prod- 
ucts of the Beneficial Insurance 
Group, so that increasing amounts 
of in-house provided insurance 
products can be marketed to the 
Bank’s customers. 


Credit Loss Experience— 
Condition of the Portfolio 


Beneficial’s credit loss experience 
was sharply improved in 1984 for 
the second straight year. As indi- 
cated in the table below, gross fi- 
nance receivables charged off, net 


et chargeoff 

percentage in 
1984 of 1.27 % of av- 
erage receivables is 
Beneficial’s lowest 


sinee 1969. 
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of recoveries, dropped to 1.27% of 
average gross receivables from 
1.73% of receivables in 1983. This 
represents Beneficial’s lowest net 
chargeoff percentage since 1969. 
As was the case in 1983, improve- 
ment in consumer credit loss ex- 
perience was even greater than 
initially apparent, since the con- 
solidated percentage includes 
substantial writeoffs from 
Beneficial’s past commercial 
finance activities. 


Loan delinquency percentages (in- 
cluding real estate secured and un- 


secured loans) also showed good 
improvement in 1984, with con- 
sumer loan receivables more than 
two months delinquent falling to 
0.74% at December 31 from 0.97% 
a year earlier and the peak of 


Credit Quality Measures 


1.62% reached at the end of 1981. 
Delinquency of the credit card 
portfolio did, however, increase 
modestly. 


Reflecting the overall improve- 
ment in credit quality, Beneficial’s 
reserve for credit losses was 3.96% 
of receivables at year end, com- 
pared to 4.21% at the end of 1983. 
At this level the reserve remains 
among the most conservative in 
the consumer credit industry, both 
relative to outstanding receivables 
and net chargeoffs. At its year end 
level, the reserve covers 1984 net 
chargeoffs 3 times, an extremely 
conservative ratio. Most major 
banking industry competitors 
maintain their consumer loan loss 
reserve at a level only slightly in 
excess of most recent year losses. 


(in millions) 


Beneficial National Bank 


Beneficial National Bank of Wil- 
mington, Delaware is Beneficial 
Corporation’s commercial bank- 
ing subsidiary. Beneficial National 
Bank conducts a full-service com- 
mercial banking operation, with 
emphasis on commercial lending 
to small- and medium-sized busi- 
nesses in the local and regional 
markets. Beneficial National 
Bank’s year end assets were $90.2 
million and assets averaged $73.4 
million in 1984, up from an aver- 
age of $68.5 million in 1983. 


The ownership of this full-service 
commercial bank provides Bene- 
ficial Corporation unique oppor- 
tunities for cash management 
savings, as well as providing other 


Finance Receivables Reserve for Credit 
Charged Off (a) Losses at End of Year 
Consumer 
% of % of Loan 
Provision Gross Average Finance Receivables 
for Amount of Gross Receivables More Than 
Credit Receivables Net Finance at End of Two Months 
Year Losses (a) Charged Off Chargeofts Receivables Amount Year (b) Delinquent (c) 
1984 $ 88.3 $ 90.3 $ 70.4 1.27% $212.4 3.96% 0.74% 
1983 103.0 106.1 83.6 pI 205.4 4.21 0.97 
1982 114.9 130.4 114.3 2.45 188.3 4.42 MeL. 
1981 108.3 120.0 106.6 peda 196.5 4.42 1.62 
1980 NOR 124.7 114.7 2.34 194.8 4.58 1.57 
1979 102.4 81.8 Thee 1.87 203.7 4.78 1.26 
1978 70.9 59.0 Stat une rd 147.8 4.90 1.15 
1977 65.7 55.8 48.5 1.74 126.3 5.00 1.08 


(a) Less offsetting recoveries. 
(b) After deducting unearned finance charges. 
(c) Includes real estate secured loans and unsecured loans. 
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banking services such as a full line 
of deposit accounts, wire transfers 
and check processing to the cor- 
porate group. 


Beneficial Insurance Group 


During 1984 Beneficial’s insur- 
ance subsidiary holding company 
changed its name from BENICO 
to the Beneficial Insurance 
Group (BIG) to clearly identify 
operations around the uniform 
Beneficial corporate name. Unfor- 
tunately, by whatever name, Bene- 
ficial Corporation’s insurance 
business suffered through what 
can only be described as another 
extremely difficult year in 1984. 
Net income fell sharply to $1.9 
million from $18.2 million in 1983, 
as continuing losses in property 
and casualty reinsurance lines off- 
set the good profits being earned 
by BIG’s credit insurance and an- 
nuity businesses. BIG’s property 
and casualty subsidiaries gener- 
ated net aftertax losses of $45.9 
million in 1984, with the lion’s 
share of the deficit recorded by 
American Centennial Insurance 


Company (ACIC). However, the re- 


mainder of the Insurance Group’s 
net income offset this loss , in- 
dicative of the vibrant health of 
both the credit insurance and 
annuity lines. 


American Centennial’s credit- 
related property insurance cover- 
ages continue quite profitable. 


The serious losses arise from 
ACIC’s past participation in the 
property and casualty reinsurance 
business, with the problems exac- 
erbated by the method in which 
ACIC chose to participate in the 
business— through the appoint- 
ment of managing general agents 
(MGAs) empowered to commit 
the company to specific risks and 
treaties, and to arrange reinsur- 
ance coverage protecting ACIC. 


Results of this delegation of under- 


writing authority can only be 
described as disastrous, as recent 
year Insurance Group earnings 
results bear painful witness. 


Currently, although contracts of 
the several MGA’s producing the 
bulk of the loss-ridden business 
have long since been terminated, 
ACIC must still cope with the un- 
derwriting “tail” of the business 
previously written, upon which 
loss development statistics con- 
tinue highly adverse. Moreover, 
inflow of additional premium 
written, even from the terminated 
MGA’s, continues to be substan- 
tial, reflecting the significant 

lags of reporting inherent in this 
method of operation, termination 
provisions in certain MGA con- 
tracts, and the influence of multi- 
year renewals written by the 
MGA’s prior to termination. MGA 
premium inflow is expected to be 
significantly reduced in 1985. 
Nevertheless, given the crushing 
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BIG — Investment Income 


severity of the recent cycle on the 
whole industry, concerns remain 
related to the solvency of the 
reinsurers behind us. In short, 
although ACIC moved quickly to 
recognize its problems as early as 
December of 1982, when a special 
$30 million reserve was estab- 
lished, the problems have proven 
to be substantially worse than 
originally anticipated. We are cau- 
tiously optimistic that ACIC will 
sustain reduced losses from rein- 
surance in 1985; however, it is 
clear that this remains a troubled 
business, and any predictions 
about it are necessarily risky. 
What can be said is that experi- 
enced professionals, aided by up- 
to-date computer systems, are now 
in place to run the past troubled 
business off and to write modest 
amounts of new business directly 
in a highly controlled manner. 


Early in 1984, Congress rewrote 


most life insurance companies 
enjoyed substantial releases of de- 
ferred liabilities to earnings tax- 
free under the one-time benefits 
of the so-called “fresh start” provi- 
sions of the Deficit Reduction Act. 
Accounting rules required that 
these benefits be recorded in 
either the third or fourth quarter 
of the year and be included as part 
of normal profitability. BIG’s total 
benefit to net income (calculated 
in the fourth quarter) from “fresh 
start” was $14.0 million. However, 
in light of our aforementioned 
property and casualty reinsurance 
problems, this credit was virtually 
entirely offset in consolidation 

by loss and insolvency reserves 
recorded in the property and 
casualty companies. 


Overall premiums written for BIG 
increased 18.3% to $598.0 million 
from $505.7 million in 1983, led 
by another excellent increase in 


| (in millions) the tax laws as they apply to lifein- | annuity premiums written by our 
Nasri liad sea) Usa Me Ua ia surance companies. As a result of Western National Life Insurance 
$150 the changed taxation formula, cer. | Company subsidiary. Western Na- 


tain amounts previously charged 
against earnings and carried as a 
deferred income tax liability are 
no longer needed. Accordingly, 
during the second half of 1984 


tional, based in Amarillo, Texas, is 
one of the nation’s leading writers 
of structured settlement annuities 
(generally related to the settle- 
ment of large disability injury 


100 
75 Written Premiums—Lines of Business 
(in millions) 1984 1983 1982 
peer 
50 Life $ 42.0 $124.1 $ 83.4 
Annuities 347.9 244.2 4; a fee | 
essen Accident & Health 69.5 46.6 47.9 
oe Property & Liability 138.6 90.8 110.6 
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claims). The overall structured set- 


tlement market in the United 
States is expanding geometrically, 
and despite the inevitable en- 
trance of additional competitors, 
Western National continues to 
participate successfully in this 
growing market. Western National 
is also a major writer of conven- 
tional single premium deferred 
annuities (none sold through the 
oftentimes “hot money” stock- 
broker marketing channel), with a 
particularly strong national posi- 
tion in sales of tax deferred annui- 
ties to schoolteachers through 
payroll deduction plans. Western 
National represented more than 
41.3% of BIG’s total premiums 
written in 1984. 


The other major source of growth 
was property-casualty premiums, 
reflecting the aforementioned lag 
effect and “tail” from cancelled 
managing general agent relation- 


BIG Investment Portfolio 


ships. Life insurance premiums 
written were distorted by the re- 
versal of a large surplus relief type 
reinsurance transaction that had 
been originally booked in 1983. 
Backing this transaction out, life 
premiums written were flat, as 
good gains were recorded in credit 
life premium. Credit accident & 
health premiums also rose nicely. 


Total credit insurance premiums 
written in connection with loans 
made by Beneficial’s Consumer 
Finance Group increased only 
slightly to $62.9 million from 
$62.5 million in 1983. However, 
profitability of this in-house busi- 
ness remained excellent. Indepen- 
dent creditor credit insurance 
premiums written rose sharply to 
$81.0 million from $48.5 million 
in 1983, as active marketing ef- 
forts successfully focused on the 
consumer loan operations of com- 
mercial banks, thrift institutions, 


automobile dealers and distribu- 


tors, and other finance companies. 


Taken together, overall credit in- 
surance operations (both for the 
Consumer Finance Group and 
outside business) continued to 
generate strong profits. 


Investment Activities 


Buoyed by the substantial growth 
in annuity premiums written, 
BIG’s investment portfolio in- 
creased to $1.6 billion at Decem- 
ber 31 from $1.2 billion a year 
earlier. Investment income in- 
creased an excellent 40.4% to 
$142.1 million from $101.2 million 
in 1983, while realized net aftertax 
capital gains rose to $6.2 million 
from $3.5 million in 1983. As indi- 
cated in the table below, the port- 
folio is chiefly invested in high 
quality fixed income obligations. 


% Total 1982 % Total 
20.3% $ 260.4 24.2% 
26.3 311.4 28.8 

oa) eR 4 2.9 
16.7 170.1 heer 
46 49.1 45 
5.0 40.3 She 
i} 14.9 i 
11.4 96.1 8.9 
0.8 13.4 1.2 
10.1 94.6 8.7 


(in millions) at December 31 1984 % Total 1983 
U. S. Government Securities $ 360.9 23.0% $ 241.4 
Municipal Bonds 337.8 rol hea 312.8 
Foreign Government and 

Agency Obligations 41.0 2.6 41.8 
Corporate Bonds 388.8 24.8 198.7 
Preferred Stocks 53.3 3.4 54.7 
Common Stocks 72.6 4.6 59.6 
Policy Loans 19.7 1.3 15.2 
Mortgages 193.4 12.3 135.4 
Real Estate 9.0 0.6 9.0 
Short-Term Holdings* 92.2 5.9 ia 120.6 


Total 


*Chiefly commercial paper and certificates of deposit. 


$1,568.7 100.0% 


$1 189.2 


100.0% 


- $1,082.0 100.0% 
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The substantial growth in long- 
term annuity reserves was 
matched on the asset side by in- 
vestments in long-term corporate 
bonds, collateralized mortgage ob- 
ligations, and commercial mort- 
gages. Structured settlement 
annuity reserves are contractu- 
ally locked in for relatively long 
periods (oftentimes, scheduled 
payment outflows continue for 
periods in excess of 20 years), cre- 
ating the need to generate an at- 
tractive compound yield with 
equally long-term investments. 
Nevertheless, quality guidelines 
were not compromised, and new 
investments in Western National, 
as well as throughout the rest of 
BIG, continue to center on A-rated 
or better credits. At the same 
time, the Group continues to 
maintain a high degree of precau- 
tionary liquidity in short-term in- 
struments, particularly in Western 
National and American Centen- 
nial. Commitment to the equity 
markets remains modest. 


Generally, BIG’s investment port- 
folio is managed in a quite con- 
servative, risk-averse manner to 
generate a predictable stream of 
steadily increasing investment in- 
come and to offset the substantial 
underwriting risk inherent in the 
previously-written property-casu- 
alty reinsurance book. From an in- 
vestment standpoint at least, this 
strategy has proven successful, as 
investment income from the grow- 
ing asset base has increased at a 
compound annual rate in excess 
of 30% over the 1979-1984 period. 


Beneficial Insurance Group, 
through its subsidiary Harbour 
Island Inc., also invests in real 
estate for residential and com- 
mercial development. 


In 1979, Beneficial purchased 
property now known as Harbour 
Island, a 177 acre island located in 
Tampa Bay, just south of the city’s 
central business district. Harbour 
Island is a mixed-use, master- 
planned development that will 
consist of residential, office, retail 
and hotel facilities. The develop- 
ment and the sellout of the prop- 
erty will take place over a 10 to 

20 year period. The first phase of 
commercial development, consist- 
ing of 200,000 square feet of office 
space, 108,000 square feet of retail 
space, and a 300 room hotel, is be- 
ing developed through a partner- 
ship between Harbour Island Inc. 
and Lincoln Property Company of 
Dallas. Construction has begun on 
the first residential condominium 
village, which will contain 72 lux- 
ury waterfront homes. Occupancy 
is expected in late 1985 for the 
first phase of these units. 


Harbour Island Inc., through its 
subsidiary, Wasco Properties, Inc., 
also owns a 270 acre tract of com- 
mercially zoned real estate in 
north Houston, Texas. 


Western Auto Supply Company 


Western Auto had another 
good year in 1984. Net income 
increased 7.1% to $16.6 million 


from $15.5 million in 1983, as 

net sales and other revenue rose 
7.3%. Earnings included $2.4 mil- 
lion in net, aftertax gains on the 
sales of real estate. In 1983 simi- 
lar special gains totaled $4.5 mil- 
lion. Accordingly, Western’s true 
operating earnings increased an 
excellent 29.1% to $14.2 million 
from $11.0 million in 1983. Sub- 
sidiary corporation Eva Gabor 
International (82.5%-owned), an 
importer of women’s wigs from 
the Orient, continued its strong 
performance. Conversely, subsidi- 
ary corporation Midland Interna- 
tional, an importer of CB radios, 
car stereos and other mobile com- 
munications equipment (also 
from the Far East) made a reduced 
contribution to earnings as it 
liquidated excess inventories of 
telephones. 


Western Auto made excellent 
progress in 1984 in refining its 
merchandising focus on the 
automotive supply market, con- 
centrating on the “do-it-yourself” 
consumer. During the year, 47 
more company-owned stores were 
converted to Western’s automo- 
tive supermarket concept, featur- 
ing value-driven merchandise 
selections in a unique, efficient, 
uniform store environment. A 
total of 152 stores have now been 
converted out of the total com- 
pany-owned stores of 197, with the 
remainder scheduled for conver- 
sion in 1985. Outstanding sales 
increases were generated in the 
newly-converted stores, and good 
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volume gains continued in the out- 
lets converted in 1981, 1982, and 
1983. Total company-owned store 
sales rose a strong 16.4% to $192.4 
million from $165.4 million in 
1983. Average sales per store 
increased an excellent 24.4%. 


Wholesale sales gains to the fran- 
chised independent dealer net- 
work were somewhat sluggish, 
largely reflecting a continued 
pruning of marginal dealers. The 
number of active dealers at year 
end was 2,072 compared to 2,340 
at the end of 1983. Thus, although 
wholesale merchandise sales in- 
creased only 3.5% to $436.1 mil- 
lion, average sales per dealer rose 
a more substantial 15.1%. 


Transfer of the company-owned 
automotive store expertise to the 
dealer network is an important 
ingredient of Western’s strategic 
plan. Selected associate stores are 
being encouraged to adopt an au- 
tomotive-dominant format, while 
maintaining some commitment to 
other merchandise lines (mainly 
home appliances, electronics, 
lawn and garden equipment, and 
bicycles) in generally less compet- 
itive rural markets. Under this 
“Flag Store” program, automotive 
product selection and layout emu- 
late company stores. During 1984, 
101 associate stores converted to 
the Flag Store concept, bringing 
the total to 183. Substantial num- 
bers of additional conversions are 
anticipated in each of the next 
few years. 


These programs are rapidly solv- 
ing what had been Western’s his- 
torical weakness—the absence 

of a proven merchandising focus 
and uniformity in its stores. To be 
blunt, many Western Auto outlets 
had come to look cluttered, and 
were simply not inviting places 
to shop. Moreover, low volume 
helped to create a high expense 
structure resulting in uncompeti- 
tive pricing, which further served 
to discourage shoppers. The mas- 
sive turnaround that Western’s 
management has accomplished 
over the past five years will elimi- 
nate these problems by establish- 
ing a clear merchandising focus 
and identity for the company and 
associate stores. 


estern Auto 

posts an- 
other good year in 
"84, with net income 
increasing 7.1% and 
aftertax operating 
earnings rising 29%. 
Costs of this major repositioning 
of the company have been sub- 
stantial, with most of the one-time 
store conversion and advertising 
costs expensed as incurred. Never- 
theless, Western’s earnings have 
increased in every year since 1979 
reflecting relatively rapid matura- 
tion of converted stores and, im- 


_Wesiern Auto Net Income 
| (in millions) 


portantly, significant gains in 
operating efficiency. 


Since 1980, five distribution cen- 
ters have been closed, with their 
operations consolidated into the 
five remaining centers that are 
newer, larger, and much more effi- 
cient, particularly given the reduc- 
tion in overhead generated by the 
consolidation program. A by-prod- 
uct of the program has been the 


4980 1981 


4982 1983 


1984 


———— es 
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estern Auto 

is positioned 
to accomplish its goal 
of becoming America’s 
dominant marketer of 
automotive supplies to 
the “do-it-yourself” 
consumer. 


substantial capital gains taken on 
the sale of centers over the past 
several years. A sixth consolida- 
tion will finalize this program in 
1985. Western’s four remaining 
distribution centers are key corpo- 
rate assets—large, relatively new, 
well located—with the capacity 
to handle substantially greater 
amounts of merchandise each 
year. 


Another factor helping to buoy 
earnings has been a significant im- 
provement in the profitability 

of Western’s credit operations 
through improved credit quality 
and increased operating efficiency. 


At the same time that merchandis- 


ing operations were being refo- 
cused, Western’s credit operations 
went through a major transforma- 
tion from an individual store in- 
stallment contract system to a 
centralized revolving charge plan. 
Development of this “Total Charge” 
revolving credit plan provides the 
stores with a valuable sales tool. 
Western had total receivables 

at year end of $146.7 million, 
largely generated from consumer 
purchases through the associate 
store dealer network, where 
availability of credit is an im- 
portant advantage. 


Finally, improvements in transpor- 
tation efficiency from the distribu- 
tion centers to the stores has also 
reduced costs. The entire truck 
fleet is now owned by Western 
Auto and maintained in company 
shops at the respective distribu- 
tion centers. A back haul program 


(from merchandise suppliers to 
the distribution centers) has been 
developed to further reduce 
freight costs. 


All of the above programs con- 
stituted an enormous task of 
transforming virtually the en- 

tire company—a task that has 
demanded new skills and talents 
not previously existing in the 
organization. Accordingly, the 
turnaround has been carried 

out against a backdrop of a major 
cutback of personnel, coupled 
with massive retraining programs 
and the hiring of selected key 
managers from the outside. Clear- 
ly, Western Auto has made huge 
changes over the past five years, 
yet has still managed to increase its 
profits annually. Nevertheless, sub- 
stantial work remains to be done, 
as earnings must nearly double to 
justify our investment. 


Western’s strategy is now clearly 
developed, with encouraging 
results to date, and the major re- 
positioning programs are largely 
complete. Western Auto is now 
prepared to move aggressively for- 
ward in the marketplace with a 
clear merchandising strategy, at- 
tractive stores, and a highly com- 
petent staff that is committed to 
the strategic direction. The com- 
pany is well on the road towards. 
reaching its goal of becoming 
America’s dominant marketer 
of automotive supplies to the 
“do-it-yourself” consumer. 
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Beneficial Corporation and Consolidated Subsidiaries 


Balance Sheet 


(in millions) December 31 1984 1983 
Assets 
Cash $30.7 Sees 
Finance Receivables S21 st 5i2als 
Less Unearned Finance Charges (354.2) (353.0) 
Principal of Finance Receivables (Note 2) 5,367.5 4,884.3 
Less Reserve for Credit Losses (212.4) (205.4) 
Insurance Policy and Claim Reserves (applicable to finance receivables) (117.6) (123.7) 
Net Finance Receivables 5,037.5 4,555.2 
Net Receivables Acquired From Merchandising Division (Note 3) 61.9 54.1 
Other Receivables 299.9 185.1 
Investments (Note 4) 1,635.8 1209.9 
Equity in Net Assets of Merchandising Division (Page 49) 186.1 184.5 
Property and Equipment (at cost, less accumulated depreciation 
of $40.0 and $36.8) 116.5 98.3 
Other Assets (Note 5) 352.0 307.1 
Total $7,720.9 $6,716.3 


Liabilities and Shareholders’ Equity 
Short-Term Debt (Note 6) 


U.S. Currency $ 679.4 $ 306.8 
Foreign Currencies 156.1 202.8 
835.5 509.6 
Deposits Payable (includes employee thrift deposits) 253.0 230.5 
Accounts Payable and Accrued Liabilities (Note 7) 431.4 318.6 
Insurance Policy and Claim Reserves (applicable to risks other than 
finance receivables) 1,243.7 862.9 
Long-Term Debt (Note 8) 3,964.5 3,841.7 
Total Liabilities 6,728.1 5,763.3 
Redeemable Preferred Stock (Note 10) 125.0 125.0 
Other Preferred Stock (Note 9) 115.8 vhuheris) 
Common Stock (60.0 shares authorized, 22.3 shares issued 
and outstanding) (Note 9) 22.3 22.3 
Additional Capital (Note 8) 63.5 63.3 
Net Unrealized Loss on Equity Securities (Note 4) (16.0) (12:7) 
Accumulated Foreign Currency Translation Adjustments (Note 11) (18.4) (15.9) 
Retained Earnings (Note 8) 700.6 655.2 
Total $7,720.9 $6,716.3 


See Notes to Financial Statements. 


Management's Discussion and Analysis 
of Financial Condition 
(amounts in millions) 


The year 1984 was a period of growth for Beneficial. 
The receivable portfolio grew $484 despite the sale dur- 
ing the year of its Australian and Japanese subsidiaries, 
with receivables of $216. The growth was principally in 
real estate secured loans ($205) and in credit card re- 
ceivables ($277). At December 31, 1984, the receivable 
portfolio mix was 54% real estate secured, 22% per- 
sonal unsecured, 14% credit card, 6% sales finance 
contracts and 4% lease and commercial finance. 


Charge-off experience and delinquency have shown im- 
provement in total. Consumer loan balances more than 
two months delinquent improved substantially to .74% of 
loan receivables at the end of 1984, from .97% and 
1.37% at December 31, 1983 and 1982. Reflecting the 
industry trend, credit card balances more than two 
months delinquent increased from 1.10% at the end of 
1983 to 1.28% at the end of 1984. The overall credit 
quality of the portfolio has shown steady improvement. 
The reserve for credit losses as a percentage of total 
finance receivables was 3.96% at December 31, 1984, 
and 4.21% at year end 1983. 


Short-term debt (including consumer deposits) increased 
to $1,088.5 at December 31, 1984 and was 22% of total 
debt versus 16% at December 31, 1983. The Company 
held a higher percentage of short-term debt in 1984 
because of an increasing amount of variable rate assets. 
During 1984, $871.9 of long-term debt, having a 
weighted average interest rate of 12.67%, was issued, 
replacing $580.3 of maturing debt, which had a 
weighted average interest rate of 10.67%. The sale of 
Australian operations resulted in the elimination of 
$135.1 of long-term debt (and $46.8 of short-term debt) 
from the balance sheet. 


Insurance policy and claim reserves increased $374.7 or 
38% from December 31, 1983 to $1,361.3 at December 
31, 1984. The majority of this increase was attributable 
to higher annuity writings with the remainder due to 
higher property and casualty claim reserves. 


The Company's debt to equity (including redeemable 
preferred stock) ratio was 5.09 to 1 at December 31, 
1984 and 4.81 to 1 at December 31, 1983. The higher 
leverage resulted from increased borrowings to support 
increased finance receivables. 


—————_~__:rc 


Principal of Finance Receivables 
(in millions) 


@i Real Estate Secured 

Personal Unsecured 

f@ Bank Credit Card 

HB Sales Finance 

Mi Lease and 
Commercial 
Finance 


1982 1983 1984 
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Growth in Finance Receivables 
(in millions) 


1983 1984 


Short-Term vs. Long-Term Borrowings 
(in millions) 


i Long-Term Debt 
@ Commercial Paper 
iff Bank Notes 

@ Deposits Payable 


1982 1983 1984 


Beneficial Corporation and Consolidated Subsidiaries 


Statement of Income and Retained Earnings 


(Unaudited) 
Three Months 
Ended December 31 Years Ended December 31 
1984 1983 (in millions) 1984 1983 1982 
Finance Division 
$472.9 $420.8 Revenue $1,804.6 $1,581.9 $1,497.6 
Expenses 
194.0 VAri2 Insurance Benefits and Policy Reserve Increase 628.6 482.7 422.8 
126.3 104.6 Interest 471.6 390.3 418.0 
41.3 43.1 Salaries and Employee Benefits 184.8 179.4 179.0 
30.0 25.9 Provision for Credit Losses (less recoveries) 88.3 103.0 114.9 
75.1 (ales) Other 296.6 262.4 238.1 
466.7 392.3 Total 1,669.9 1,417.8 1,372.8 
6.2 28.5 Income Before Income Taxes 134.7 164.1 124.8 
(21.6) 1.8 Provision for Income Taxes (Note 13) 21.1 49.8 38.4 
27.8 26.7 Income From Finance Division 113.6 114.3 86.4 
6.2 5.4 Income From Merchandising Division 16.6 ih 12.6 
Corporate Expense, After Income Taxes 
(1.7) (1.4) Administrative (6.3) (5.9) (5.7) 
(4.5) (4.8) Interest (17.6) (18.3) (15.0) 
27.8 25.9 Income From Continuing Operations 106.3 105.6 78.3 
— — Loss From Discontinued Operations (Note 17) — _ (109.7) 
Pa 25.9 Net Income (Loss) 106.3 105.6 (31.4) 
687.3 644.0 Retained Earnings, Beginning of Period 655.2 610.8 703.1 


14.5 14.7 Dividends Paid 60.9 Gite 60.9 


— -_ re rr TT TSO RL NES TTT 


$700.6 $655.2 Retained Earnings, End of Period $ 700.6 See55.2 $ 610.8 


Earnings Per Common Share 


$ 1.07 Gi, 37 Continuing Operations $ 4.02 Si ig86 $23 
we =a Discontinued Operations — = (4.90) 

$ 1.07. $ 97 ‘Net Income (Los ve a $ 4.02 pe LES HS a) Solan) 
$23.7 $21.7 Earnings (Loss) Available for Common Shares $ 893 $ 886 $ (485) 
50 | ; 50 Dividends Per Common Share 2.00 2.00 2.00 
22.2 22.4 | Average Outstanding Common Shares 22.2 22.4 22.4 


See Notes to Financial Statements. 


Management's Discussion and Analysis 
of Results of Operations 
(amounts in millions) 


Finance Division revenue increased 14% in 1984 and 
6% in 1983 after a 1% decrease in 1982. The increase 
in 1984 was due in part to an increase in finance 
charges, up 13% in 1984 after little change in 1983 and 
1982. The 13% growth in finance charges lagged the 
16% growth in average receivables from 1983 to 1984 
because of a smaller percentage of higher-yielding 
unsecured loans in the portfolio and lower rates of 
charge on real estate secured loans. In 1983 finance 
charges increased 1% on a 5% gain in average 
receivables because of the increasing proportion of 
lower-yielding real estate loans and lower rates of 
charge. Other revenues declined moderately in 1984. In- 
surance premium revenue was up roughly 13% in both 
1984 and 1983 after a minor decrease in 1982. The in- 
crease in 1984 was due primarily to higher annuity and 
property and casualty writings offset in part by the ter- 
mination of a large life reinsurance contract that reduced 
life premium revenue. The increase in 1983 was due to 
higher annuity and life writings offset somewhat by lower 
property and casualty writings. Insurance investment in- 
come totaling $142.1 in 1984, $101.2 in 1983, and 
$93.5 in 1982 continued to increase largely due to a 
higher level of investments. 


Interest expense increased 21% in 1984 and decreased 
7% in 1983 and 9% in 1982. About 69% of the increase 
in 1984 resulted from more borrowing with 31% due to 
higher interest rates. The preponderance of the 1983 
decline and half of the 1982 decrease resulted from 
lower average interest rates with the remainder due to 
reduced borrowings. 


The provision for credit losses dropped 14% in 1984 
and 10% in 1983, after increasing slightly in 1982. The 
declines resulted from better credit quality and the 
changing composition of the portfolio. Charge-offs as a 
percentage of average receivables improved to 1.27% 
from 1.73% and 2.45% in 1983 and 1982. 


Insurance benefits and policy reserve increase consists 
of two elements. The increase in “insurance benefits’ of 
62% in 1984 versus a 31% decrease in 1983 after re- 
maining stable in 1982 was primarily a result of poor 
underwriting experience in the property and casualty 
business and an increase in annuity benefit payments 
emanating from the higher levels of annuity premium 
writings in recent years. The 1983 decline was largely 
attributable to a lower level of non-property and casualty 
reinsurance. The property and casualty loss ratios were 
134% in 1984, 101% in 1983, and 95% in 1982; the in- 
creases were a result of adverse loss development. The 
1983 decline in “insurance benefits’ was more than off- 
set by the growth in ‘policy reserve increase caused 
by higher ordinary life and annuity premium writings. 


The Finance Division effective income tax rates were 
15.7%, 30.3%, and 30.8% in 1984, 1983 and 1982. 
The rates were lower than the U.S. statutory tax rate of 
46% principally because of a lower effective tax rate for 
the insurance operations, and additionally in 1982 from 
filing a consolidated tax return with the Savings and 
Loan Division. For 1984, taxes were reduced by $14.0 
representing the effect of 1984 changes in the tax law 
for life insurance companies (‘‘fresh start’ adjustment). 
In addition, also in 1984, the amount of foreign income 
subject to taxes was reduced resulting in an additional 
tax savings of $6.4 million. 


The Finance Division’s income before income taxes 
decreased 18% in 1984; however, aftertax income from 
Finance Division remained flat due to a lower effective 
tax rate as discussed above. These results reflect a 16% 
increase in consumer finance income entirely offset by 
lower insurance earnings as increased losses in property 
and casualty reinsurance more than offset improved pro- 
fitability in other insurance lines. To contain the problem, 
contracts of the managing general agents (MGA’s) who 
generated the troubled property and casualty rein- 
surance writings were terminated, starting in 1983, as 
they came up for renewal. However, a significant 
amount of premium was generated in 1984 as a result of 
the reporting lags inherent in this method of operation, 
termination provisions in certain MGA contracts, and 
multi-year renewal provisions in the policies. The in- 
creases of 32% and 28% in Finance Division income in 
1983 and 1982 reflected strong consumer finance earn- 
ings, offset in part by lower insurance earnings. 


Merchandising Division net income increased 7% in 
1984, 23% in 1983 and 5% in 1982, while sales and 
other revenue increased 7% and 8% in 1984 and 1983 
but decreased 7% in 1982. 1984 earnings benefited 
from $2.4 in aftertax gains from the sale of real estate, 
while 1983 earnings included $4.5 in aftertax gains from 
the sales of warehouse facilities, warehouse leases and 
the repurchase of debentures. The income improvement 
in 1982 was due to the inclusion of $5.5 in aftertax gains 
on the disposal of two distribution centers and the repur- 
chase of debentures. 


Beneficial’s overall net income was flat in 1984 com- 
pared to 1983 as improvement in consumer finance 
operations and Merchandising Division earnings was 
negated by the earnings decline in insurance operations. 
1982 results reflected the sale of First Texas Financial 
Corporation, the Company’s Savings and Loan Division, 
at an aftertax loss of $78.5. 


The ratio of earnings to fixed charges (based on income 
from continuing operations) was 1.20 to 1 in 1984, 1.30 
to 1 in 1983, and 1.22 to 1 in 1982. The 1984 decline 
was the result of higher interest expense and lower in- 
surance earnings. The improvement of the ratio in 1983 
and 1982 was the result of lower interest rates and im- 
proved operating efficiency. 


Beneficial Corporation and Consolidated Subsidiaries 


Statement of Changes in Financial Position 


(Unaudited) 
Three Months 
Ended December 31 


1984 1983 (in millions) 1984 1983 1982 


Years Ended December 31 


Cash Provided by Operations and 
Retained in the Business 


$ 27.8 Se ee Income From Continuing Operations $ 106.3 $ 105.6 S578i3 
Add (Deduct) Items Not Requiring Cash Outlay 
128.3 93.3 Increase in Insurance Reserves 374.7 236.8 127.6 
34.5 MIS Provision for Credit Losses (before recoveries) 108.2 1255 131.0 
(21.0) a6 Provision for Deferred Income Taxes (23.8) 18.6 8.0 
(1.7) 13.0 Other 38.7 45.9 1523 
167.9 (WES ES Cash Provided by Operations 604.1 532.4 360.2 
Dividends Paid 
(3.7) (3.7) Preferred (16.9) aw eay? (17.2) 
(10.8) (11.0) Common (44.0) (44.1) (43.7) 
153.4 158.6 543.2 471.2 299.3 
Financing Transactions 
245.2 (57.6) Increase (Decrease) in Short-Term Debt 376.8 79.6 (612.4) 
177.4 282.5 Long-Term Debt Issued 859.4 538.3 421.3 
(130.0) Uhhh) Long-Term Debt Paid (580.3) (252.3) (208.1) 
33.3 (44.7) Increase (Decrease) in Accounts Payable 76.3 (32.3) a 
fehl Ch) Increase (Decrease) in Deposits Payable 225 6.9 40.6 
333.6 161.0 754.7 340.2 (350.4) 
investments in Operations 
Decrease (Increase) in Principal of Finance 
Receivables (before charge-offs and foreign 
(259.7) (263.4) currency fluctuations) (866.6) (776.1) (5.6) 
Decrease (Increase) in Net Receivables Acquired 
from Merchandising Division and 
(90.1) (50.0) Other Receivables (122.6) (59.2) 29.3 
Proceeds From Sale of and Decrease in 
2 18 Advances to Discontinued Operations 3.5 15.4 (Og, 
— — Proceeds From Sale of Property _ — 134.4 
— — Proceeds from Pension Plan Restructuring 50.6 nes aay 
(102.4) (25.6) Decrease (Increase) in Investments (329.2) (22.4) (182.1) 
(10.6) (2.0) Additions to Property and Equipment (net) (29.7) (7.5) (52.2) 
(9.7) oe Other 4.7 12.9 48.5 
(472.3) (315.7) (1,289.3) (836.9) 49.0 
14.7 3.9 Increase (Decrease) in Cash 8.6 (25.5) (Zan) 
16.0 aah Cash at Beginning of Period 22.1 47.6 49.7 
$ 30.7 wy eee Cash at End of Period $7 30:7. Deel $ 47.6 


See Notes to Financial Statements. 


Management's Discussion and Analysis 
of Changes in Financial Position 
(amounts in millions) 


Beneficial’s principal sources of cash for the three years 
were collections of finance receivables, cash provided 
by operations and proceeds from the issuance of long 
and short-term debt. 


As a percentage of average monthly balances, monthly 
cash principal collections from customers decreased to 
4.05% in 1984 from 4.22% in 1983 due to a reduction 
in prepayments and the increasing amount of longer 
term real estate secured loans in the portfolio. The 
percentage of monthly cash principal collections to 
average monthly balances increased to 4.22% in 1983 
from 3.64% in 1982 due to prepayments of higher rate 
real estate loans and improved delinquency. 


Commercial paper supported by bank lines of credit and 
revolving credit lines represent the primary source of 
short-term debt for the Company. At December 31, 
1984, the unused portions of all lines of credit were 
$567.3. 


The Company relies heavily on the issuance of long-term 
debt to finance its operations. One of the Company's 
major financial strengths is its ability to raise long-term 
debt in a wide variety of domestic and international 
markets. During 1984 the Company registered $500 for 
a shelf offering under Rule 415 of which $325 was still 
available at year end. Due to the Company’s substantial 
access to worldwide credit sources as well as regular 
cash collections, the Company has strong liquidity. 


In 1984 the Company received $50.6 in excess assets 
from restructuring its domestic pension plan and is 
amortizing the excess against future pension expense. In 
1982 the Company received approximately $50 in pro- 
ceeds from the sale of Spiegel, Inc. Also in 1982 the 
Company sold for $134.4 and then leased back an 
office complex in Peapack, New Jersey. 


Beneficial’s principal uses of cash have been for loans to 
customers, payments of maturing debt, purchases of in- 
vestments and dividends paid to shareholders. 

The Merchandising Division finances its operations 
largely through the sale of consumer receivables to 
Beneficial and cash flow from operations. 
Supplementary Financial Data Adjusted for General Infla- 
tion is on page 46. 

Management's Discussion and Analysis for the Merchan- 
dising Division is on page 51. 
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Long-Term Debt Issued During the Year 
(in millions) 


1982 1983 1984 
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Sources of Cash 1984 


Long-Term Debt Issued 44% 


Cash Provided by Operations 28% 


Increase in 
Short-Term Debt 20% 


Other 8% 


lL eee 


Uses of Cash 1984 


Increase in Finance Receivables 45% 


Long-Term Debt Paid 30% 


Increase in 
Investments 17% 


Other 8% 


Beneficial Corporation and Consolidated Subsidiaries 


Notes to Financial Statements 
(amounts in millions) 


1. Summary of Significant Accounting Principles and 
Practices 


a) Basis of Consolidation. The consolidated financial 
statements include, after inter-company eliminations, the 
accounts of all significant subsidiaries except the Mer- 
chandising Division (Western Auto Supply Company and 
subsidiaries), which is accounted for under the equity 
method, and discontinued operations. Financial state- 
ments for the Merchandising Division are presented on 
pages 49-55. 


Certain prior period amounts have been reclassified to 
conform with the 1984 presentation. 


b) Finance Operations. The financial statements except 
for certain consumer finance revenue are prepared on 
the accrual basis. 


Finance charges on discounted loans are generally 
taken into income as earned and collected under the 
sum-of-the-digits method. Interest from interest-bearing 
direct cash loans is taken into income as collected. 
Finance charges on bank credit card receivables are 
taken into income as earned. 


Receivables considered to be uncollectible or to require 
disproportionate collection costs are charged to the re- 
serve for credit losses, but collection efforts are generally 
continued. 


Cc) Insurance Operations. Insurance subsidiaries are en- 
gaged primarily in writing credit life, credit accident and 
health, property and liability insurance and annuities. 
Premiums on credit life insurance are taken into income 
on the sum-of-the-digits method when the insured 
amounts decrease with collections, or on the straight-line 
method over the lives of the policies in the case of level- 
term contracts. Premiums on credit accident and health 
contracts are generally taken into income on an average 
of the sum-of-the-digits and the straight-line methods. 
Property and liability premiums are taken into income on 
the straight-line method. Premiums on life insurance and 
annuities are recognized as income when due. 


Policy reserves for credit life, credit accident and health, 
and property and liability are equal to related unearned 
premiums. Credit accident and health reserves are ad- 
justed to reflect claim experience. Liabilities for future life 
insurance benefits and annuity policies are accrued 
when premium revenue is recognized and have been 
computed using assumptions as to investment yields, 


mortality, morbidity and withdrawals and are presented 
net of reinsurance ceded. 

Liabilities for policy and contract claims are based upon 
estimates of payments to be made for individual claims 
and claim expenses reported and for those losses and 
claim expenses incurred but unreported. Such estimates 
are reviewed regularly and any changes in the estimates 
are recognized in income currently. 

Insurance policy acquisition costs are deferred and am- 
ortized over the lives of the policies in relation to pre- 
mium revenue. 


d) Valuation of Investments. Debt securities are carried at 
amortized cost, equity securities (Substantially all market- 
able) are generally carried at market value, and other in- 
vestments are carried at cost. The adjustment of the 
Carrying amount of marketable equity securities from 
cost to market value is not reflected in the income state- 
ment but is recorded directly in shareholders’ equity 
through a valuation allowance. 


e) Corporate Expense. Administrative expenses related to 
general corporate activities and interest expense related 
to the investment in certain businesses have been 
removed from the Finance Division, specifically the Con- 
sumer Finance Group segment, and are presented 
separately, as these costs are common expenses not 
applicable to a particular division or group. Corporate 
expenses are shown net of related income iax effects of 
$20.1, $20.4 and $17.5 in 1984, 1983 and 1982. 


f) Interest Expense. Total interest costs incurred 
amounted to $504.0 in 1984, $424.1 in 1983 and 
$464.3 in 1982, including interest of $.1, $.1 and $7.9 
capitalized on qualifying assets. 


g) Amortization of Excess Cost of Net Assets Acquired. 
Excess cost applicable to acquisitions before November 
1, 1970 is not being amortized. Excess cost applicable to 
subsequent acquisitions is being amortized over 40 years. 


h) Earnings Per Common Share. Earnings per common 
share is computed by deducting from net income divi- 
dend requirements on preferred stocks and dividing the 
remainder by average shares outstanding and their 
equivalents. None of the preferred stocks are common 
stock equivalents. 


2. Finance Receivables 


The principal of finance receivables and maximum term 
(in months from origination) are as follows: 
SG SSCS SSSI 
Maximum 
Term 


December 31 1984 1983 1984 1983 


en a —e ee 
(months) 


Amount 


Real Estate Secured 
Loans 

Personal Unsecured Loans 

Bank Credit Card 
Receivables 749 472 60 60 

Sales Finance Contracts 311 218 60 60 


Lease and Commercial 
Finance Receivables 190 233 300 300 


$2,909 
1,209 


$2,704 180 180 
tgeor 7 a20") 120 


Total Principal of 
Finance Receivables $5,368 $4,884 


ASE ARPT YAEL 
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Scheduled contractual payments of finance receivables 
to be received after December 31, 1984 are as follows: 


1985 1986 1987 1988 Beyond 


Real Estate Secured 
Loans 


Personal Unsecured 
Loans 

Bank Credit Card 
Receivables 

Sales Finance Contracts 


Lease and Commercial 
Finance Receivables 3 res) 


Overall 11 32 


18% 138% 13% 13% 


The above tabulation of scheduled contractual payments 
is not a forecast of collections. Collections of principal of 
finance receivables amounted to $2,528.6 for 1984 and 
$2,244.2 for 1983. 


The percentage of monthly cash principal collections to 
average monthly balances was 4.05% for 1984 and 
4.22% for 1983. 


3. Net Receivables Acquired From Merchandising 
Division 

Customer receivables of Western Auto retail and associate 

stores are purchased, with recourse, from Western Auto, 

which maintains the reserve for credit losses applicable to 

these receivables. The accounts had a weighted average 

maturity of 10 months at December 31, 1984. 


43% 


4. Investments 


Investments are principally Insurance Group long-term 
investments. Equity securities had a cost of $145.8 at 
December 31, 1984 and $127.1 at December 31, 1983. 


Investments consist of the following: 


December 31 1984 1983 


Carrying Market Carrying Market 
Amount Value Amount Value 


Debt Securities 
Certificates of 
Deposit 
Commercial 
Paper 
U.S. Government 
Obligations 
Foreign 
Government 
and Agency 
Obligations 
Municipal Bonds 
Convertible 
Bonds 3.8 3.4 a Dae 
Non-Convertible 


$ 107.5 $ 1075 $ 1166 $ 116.6 


18.3 18.3 60.5 60.5 


365.5 365.9 2446 2404 


44.0 
339.8 


38.9 
259.9 


74.7 
314.7 


68.9 


400.8 403.5 


213.1 
1,410.5 


216.9 
150.6 


1,182.3 


206.4 
150.5 


1,492.8 1,077.0 


Equity Securities 
Preferred Stocks 
Common Stocks 


54.7 
wtf 


114.4 


54.7 
59.7 


114.4 


53.3 
76.5 


129.8 129.8 
Other 13.2 13.2 13.2 132 
Total Investments $1,635.8 $1,553.5 $1,309.9 $1,204.6 


a 


53.3 
76.5 


Net unrealized loss on equity securities is as follows: 
1984 1983 


$(19.0) $(18.9) 
3.0 6.2 


$(12.7) 


December 31 


Unrealized Losses 
Less Unrealized Gains 


Net Unrealized Loss $(16.0) 


Realized gains and losses are determined on the specific 
cost identification basis. 


Beneficial Corporation and Consolidated Subsidiaries 


Notes to Financial Statements (continued) 
(amounts in millions) 


5. Other Assets 


December 31 


1984 1983 
Accrued Interest on Investments CMR EIS Pe nibibrsyde ys 
Excess Cost of Net Assets Acquired 74.1 78.8 
Investments in and Advances to 
Discontinued Operations 14.1 17.6 
Prepaid Expenses elie PASH 
Property Acquired by Foreclosure 10.9 9.8 
Recoverable Income Taxes 5.8 — 
Unamortized Insurance Policy 
Acquisition Costs 98.8 84.5 
Unamortized Long-Term Debt Expense 31.8 2230 
Other 64.5 44.9 
Total Other Assets $352.5) 1$307.1 


The portion of excess cost of net assets acquired being 
amortized at December 31, 1984 and 1983 was $48.9 
and $53.7. 


December 31 1984 1983 
Banks $220.8 $270.7 
Commercial Paper 614.7 238.9 


Total Short-Term Debt i 


$835.5 $509.6 


SECURE TSCETET SNE 


Average interest rates (excluding compensating bal- 
ances and commitment fees) on borrowings outstanding 
at year end follow: 


1984 1983 1982 


Bank Borrowings 
Commercial Paper 


10.87% 
9.38 


10.85% 12.34% 
9.65 9.26 


The unused portion of bank lines of credit at December 
31, 1984 and 1983 was $567.3 and $689.6. During 
1984 the Company renegotiated the fee structure for 
maintaining its credit lines, providing for a fee of 4% 
per annum on its domestic lines of credit and eliminating 
compensating balance requirements. At December 31, 
1983 compensating balances were $14.7. 


The weighted average annual interest rates (including 
the effect of compensating balances and commitment 
fees) and additional data for short-term debt are as 
follows: 


1984 1983 1982 


Maximum Amount at Any 
Month End 

Daily Average Amount 

Average Interest Rates 
on Borrowings 
During the Year 


$841.3 $583.0 $899.9 
642.9 4424 531.1 


U.S. Dollar 10.72% 10.24% 14.84% 
Foreign Currency 12.50)) 5 Ve Ot 
Overall 11:33 "1078" See 


The Company has effectively fixed the rate of interest 
paid on $117.0 of short-term borrowings at an average 
melded rate of 11.54% by entering into interest ex- 
change agreements having contractual terms ranging 
from seven to ten years. 


7. Accounts Payable and Accrued Liabilities 


December 31 1984 1983 
Accounts Payable $117.5) $.79:2 
Accrued and Deferred Compensation PNT | Lt) 
Accrued Interest 116.0 104.6 
Dealer Reserves 16.4 17.8 
Unamortized Proceeds from Pension 
Plan Restructuring 44.3 _ 
Deferred Income Taxes 26.4 ahh 
Insurance Premiums Payable 67.3 42.5 
Other 20.8 Adis 


Total Accounts Payable and 
Accrued Liabilities 


$431.4 $318.6 


8. Long-Term Debt and Restrictions on Additional 9. Capital Stock 
Capital and Retained Earnings 


The number of shares of capital stock is as follows: 
Long-term debt outstanding was as follows: ae = 


December 31 
December 31 1984 1983 Issued and Outstanding 1984 1983 

RR RS ele a fae bebe Nagterkot 
By Currency Preferred—no par value 

United States $3,790.0 $3,517.5 (issuable in series). 

Australian 116.5 Authorized, 500,000 

British 75.8 9.25% Series 

; Redeemable 
elt We? Preferred— 


Other : 118.9 $1,000 stated value. 125,000 
Unamortized Discount (89.7) 


Preferred—$1 par value. 
Total Long-Term Debt  $3,964.5 $3,841.7 Authorized, 2,500,000 


. 5% Cumulative Preferred— 


$50 par value. 
$ 580.2 Authorized, 585,730 407,718(a 


By Maturity 
1984 $ bie 
1985 365.3 341.1 
1986 311.8 317.1 $5.50 Dividend Cumulative 
1987 590.8 605.9 Convertible Preferred— 


no par value—$20 

1988 394.9 309.6 stated value (each share 

1989 253.6 137.5 bad 45 

shares of Common; 

1990-1994 1,274.0 799.5 maximum liquidation 

1995-1999 240.5 240.5 ae ee alias 

2000-2004 300.0 300.0 O90, . Authorized, 

2005-2013 319.5 800.0.) aan ait 
Unamortized Discount (85.9) (89.7) $4.50 Dividend Cumulative 
ee SgneREh Ine AE Preferred—$100 par value. 

Total Long-Term Debt $3,964.5 Authorized, 103,976 103,976 


Subordinated Debt $4.30 Dividend Cumulative 


Preferred—no par value— 
Included Above $ 50.0 @-\00 winter AIIE: 

Weighted Average Annual Authorized, 1,069,204 836,585 836,585 
Interest Rate on Debt Out- Preeti oe ri 3 $$$ $$ 
standing at End of Year : () © Common— ar value. 

ERLE Senliela ated — Authorized, 60,000,000 22,335,519(b  22,321,740(b 


Long-term debt at December 31, 1984 included $401.3 
for which the holder may elect payment prior to maturity. 
Such debt is shown above in the earliest year it could 
become payable. 


Certain indentures and agreements relating to the Com- At December 31, 1984, the Company had reserved 
pany’s long-term debt contain covenants PeeCul ed SY 907,150 authorized but unissued shares of Common 
ees (oles Mitte ae eis ie Stock for conversion of the $5.50 Preferred and the con- 
ee ae pac. “ aM dete stat version of outstanding convertible 10.5% Instalment 

t December 31, an tt : Notes. 
restricted additional capital and retained earnings, under 
the most restrictive of these covenants, were approxt 
mately $349.7 and $405.4. 


Changes in additional capital are not material. 


After deducting treasury shares 
a) 5% Cumulative Preferred 178,012 178,012 
b) Common 4,70 vie 4,751,012 


Beneficial Corporation and Consolidated Subsidiaries 


Notes to Financial Statements (continued) 
(amounts in millions) 


10. Redeemable Preferred Stock 


Dividends on the 9.25% Series Redeemable Preferred 
Stock, which are cumulative, are payable quarterly at 
$23.125 per share. Beginning November 15, 1985 and 
annually through November 15, 1999, the Company is 
required to redeem 8,333 shares of the stock through a 
sinking fund at $1,000 per share. Sinking fund payments 
are cumulative. The Company may, at its option, in- 
crease the sinking fund payment by 8,333 shares annu- 
ally up to an aggregate of 43,750 shares. Unless divi- 
dend and sinking fund payments on this stock are cur- 
rent, the Company may not pay dividends or make other 
distributions or purchase, redeem, or retire any issues of 
stock junior to this issue. The Company has the right to 
redeem the stock beginning November 15, 1989 at an 
initial redemption price of $1,043.82 per share, declining 
ratably thereafter to $1,000 per share. Upon the arrear- 
age of six quarterly dividends on any series of the Pre- 
ferred Stock, the holders of the 9.25% Series Preferred 
Stock with the holders of other series of the Preferred 
Stock voting as a class would be entitled to elect two 
members of the Board of Directors. 


11. Accumulated Foreign Currency Translation 
Adjustments 


Assets and liabilities in foreign currencies are translated at 
the market rate at each balance sheet date. Foreign oper- 
ating results are translated at the average market rate for 
each period covered by the statement of income. 


An analysis of changes in accumulated foreign currency 


1984 
$(15.9) 


December 31 


Balance at Beginning of Year 


Related Income Taxes 


$(18.4) 


Balance at End of Year 


1983 


$(12.6) 
Adjustments for the Year 28 (.5) 
(12.2) (2.8) 
Sales of Subsidiaries (net of taxes) 7.1 oe 


$(15.9) 


12. Employee Retirement Plans 


During 1983 the Company terminated its domestic retire- 
ment plan and replaced it with a restructured program 
providing the participants with equal or increased future 
retirement benefits. The restructured program covers 
substantially all employees in the United States. All par- 
ticipants in the terminated plan were 100% vested, and 
annuity contracts were purchased to provide benefits. 
Excess assets of $50.6 were returned to the Company 
and are being amortized against future retirement plan 
costs. 


Total pension expense for domestic operations was 
$1.1, $.3, and $3.5 for 1984, 1983 and 1982. The Com- 
pany has made annual contributions to the plans at least 
equal to the amounts accrued for retirement expense. 
Pension expense for the Company's foreign subsidiaries 
is immaterial. 


Accumulated plan benefits and plan net assets for the 
Company's domestic benefit plan are: 


January 1 1984 


Actuarial Present Value of 
Accumulated Plan Benefits 


Vested 
Nonvested 


Total Actuarial Present Value of 
$4.6 


S11 


determining the actuarial present value of accumulated 
plan benefits was 9% in 1984. 


13. Income Taxes 


The Company files a consolidated U.S. federal income 
tax return with ail eligible subsidiaries, including those in 
the Merchandising Division and, prior to its disposition, 
the Savings and Loan Division. Income taxes, whether 
payable currently or in the future, are provided on re- 
ported earnings. U.S. income taxes generally have not 
been provided on retained earnings of foreign subsidi- 
aries, as these earnings are expected to be permanently 
invested in foreign countries. 

The provision for income taxes is comprised of: 


a] 


1984 1983 1982 


Current 
U.S. 
Foreign 


$28.7 $ 8.7 
79 163 
Total 36.6 25.0 
Deferred 
Lhe. 
Foreign 


(26.0) 
2.0 


(23.8) 18.6 


17.4 


Total 


Investment Tax Credit Deferred 
State and Local 


Total Provision for 
Income Taxes 


$21.1 $49.8 $38.4 


FAL URE PRES SEAN 


Deferred income taxes result from timing differences in 
the recognition of income and expense for tax and finan- 
cial statement purposes and relate to: 


1984 1983 1982 


Differences Between Cash and 
Accrual Basis 
Insurance Benefits Provided 
Leasing Transactions 
Provision for Credit Losses 
Tax Credits Applied to 
Deferred Taxes 
Insurance Policy 
Acquisition Costs 
Recomputation of Insurance 
Reserves 
Deferred Retirement 
Plan Credits 
Other 


Total Provision for 
Deferred Income Taxes $(23.8) | $1 86 $ 8.0 


ae geese EXEMARITA BETTER TENT ALI ALPEN TES TOT IN 


$ 1.7 $75 $6.3) 
(11.2) 42 5 
8.5 184 17.5 
Chin wey She) 


9.0 (9.0) 
4.6 5 
(14.0) 


(20.4) 


(1.3) (2.4) 


The provision for income taxes for 1984 was reduced by 
$14.0, representing the effect of 1984 changes in the tax 
law for life insurance companies. A reconciliation of the 
provision for income taxes at the statutory U.S. income 
tax rate to the tax provision as reported follows: 


1984 1983 1982 


Statutory U.S. Tax Rate 
Increase (Decrease) Resulting From: 
Differences Between U.S. Rate 
and Effective Foreign Tax 
Rates 
Lower Effective Tax Rate for 
Insurance Subsidiaries 
Foreign Tax Credit 
Investment Tax Credit 
State and Local Income Taxes, 
After Federal Income Taxes : 2.0 
Tax Benefit From Filing 
Consolidated Tax Return with 
Savings and Loan Division —_ 
Recomputation of Insurance 
Reserves 
Other 


46.0% 46.0% 46.0% 


(1.8) 


(7.3) 
(2.6) 
(4.2) 


(10.4) == 
(5.4) (1.8) 


Effective Tax Rate 15.7% 30.3% 30.8% 


14. Leases 


The Company’s consumer finance system operates from 
premises under leases generally having an original term 
of five years with a renewal option for a like term. The 
Company also leases an office complex with a primary 
term of twenty-eight years and renewal options totalling 
forty-seven years. Data processing equipment lease 
terms range from two to five years and are generally re- 
newable. The minimum rental commitments under non- 
cancelable operating leases at December 31, 1984 are 
as follows: 


1985 
1986 
1987 
1988 
1989 
1990-1994 
1995-2015 


eg ate il TA AT ALLL A CL 


Total 


$ 25.8 


Beneficial Corporation and Consolidated Subsidiaries 


Notes to Financial Statements (concluded) 
(amounts in millions) 


15. Segment Information 


The Company's principal operations are comprised of 
two divisions: the Finance Division and a non-consoli- 
dated Merchandising Division, which is reported on 
page 49. The Finance Division is comprised of the Con- 
sumer Finance Group and the Insurance Group for 
which segment data is presented on pages 47 and 48. 
Intersegment eliminations are not material. 


Operations of the Finance Division are primarily in the 
United States. Foreign operations are conducted through 
subsidiaries in Canada, the United Kingdom, West Ger- 
many and other countries. Operations in Australia and 
Japan with finance receivables of $216.3 were sold 
during 1984 for approximately net book value. 


Data by geographic area follows: 


The Company generally attempts to limit its aftertax ex- 
posure to foreign exchange fluctuations by borrowing or 
selling forward in the same currencies as its assets. In 
the aggregate, amounts denominated in foreign curren- 
cies after translation to U.S. dollar equivalents are: 


December 31 1984 1983 
Assets $642.2 $758.7 
Liabilities 804.2 729.5 
Net Assets (Liabilities) $(162.0) $ 29.2 


Income Before Income 


Revenue Taxes Identifiable Assets 
1984 1983 1982 1984 1983 1982 1984 1983 

Geographic Area 
United States $1,592.0 $1,411.5 $1,315.8 $112.8 $1349 $ 96.1 $6,926.1 $5,922.0 
Foreign 309.4 244.5 252i, 21.9 29.2 28.7 1,604.6 1,413.5 
Intersegment Eliminations (96.8) (74.1) (70.9) — — — (809.8) (619.2) 
Total $1,804.6 $1,581.9 $1,497.6 $134.7 $164.1 $1248 $7,720.9 $6,716.3 


The assets above are classified by their identification with operations in each geographic area without regard to currency 


denominations. 
16. Commitments and Contingent Liabilities 


Subsidiaries of Harbour Island, a non-consolidated sub- 
sidiary, have entered into joint ventures as limited part- 
ners to construct a hotel, an office complex and a spe- 
cialty retail complex on real estate Harbour Island owns 
in Tampa, Florida. The joint ventures have secured con- 
struction and permanent financing for the projects from a 
major lending institution. These projects are expected to 
be completed by mid-1985 at a total cost of approx- 
imately $70.0. Beneficial will be contingently liable for the 
outstanding balances of all project loans in the event the 
infrastructure improvements (estimated cost, $30.0) are 
not timely completed. 


At December 31, 1984, Beneficial was contingently liable 
for an agreement relating to the financing and develop- 
ment of a condominium project in Texas, entered into by 
Wasco Properties, Inc., a non-consolidated subsidiary. 
Pursuant to the agreement, the subsidiary would be 
obligated to a maximum of $62.0 plus accrued interest, 
should there occur certain events and subject to other 
terms and conditions specified in the underlying financ- 
ing agreement, to purchase from the project developer 
condominium units which at the time had not been sold 
to third parties. 


17. Discontinued Operations 


The sale of the Company's wholly-owned Savings and 
Loan Division to unaffiliated third parties for $14.0 of notes 
was recorded as of August 31, 1982. The transaction, 
completed on November 3, 1982, resulted in a loss on 
disposal of $78.5 (after an income tax benefit of $10.8), 
$3.51 per share. The loss on disposal and the loss from 
operations prior to August 31, 1982 ($25.3 after an in- 
come tax benefit of $11.7) are included in discontinued 
operations in the income statement. Interest expense 
related to the investments in discontinued operations, also 
included in loss from discontinued operations, is $5.9, net 
of the related income tax effect of $5.0. Revenues from _ 
discontinued operations were $163.5. 


18. Selected Financial Data 


Selected unaudited financial data required by the Secur- 
ities and Exchange Commission are included in the Data 
by Calendar Quarter—Supplemental Information, page 56, 
and in the Eleven-Year Summary—Supplemental Informa- 
tion, page 58. 


Accountants’ Opinion 


The Board of Directors and Shareholders 
of Beneficial Corporation 


We have examined the balance sheets of Beneficial Cor- 
poration and Consolidated Subsidiaries as of December 
31, 1984 and 1983 and the related statements of in- 
come and retained earnings and changes in financial 
position for each of the three years in the period ended 
December 31, 1984. Our examinations were made in 
accordance with generally accepted auditing standards 
and, accordingly, included such tests of the accounting 
records and such other auditing procedures as we con- 
sidered necessary in the circumstances. We did not ex- 
amine the financial statements of Beneficial Acceptance 
Corporation (a consolidated subsidiary), which state- 
ments reflect assets of $61.9 and $89.4 million at 
December 31, 1984 and 1983 and revenue of $14.7, 
$14.4 and $21.7 million, respectively, for each of the 
three years ended December 31, 1984. We also did not 
examine the financial statements of the Merchandising 
Division, the equity in net assets and net income of 
which are set forth in the accompanying financial state- 
ments. The financial statements of the aforementioned 
company and division were examined by other auditors 
whose reports thereon have been furnished to us, and 
Our opinion expressed herein, insofar as it relates to the 
amounts included for such company and division, is 
based solely upon the reports of the other auditors. 


In our opinion, based upon our examinations and the re- 
ports of other auditors referred to above, such staie- 
ments present fairly the financial position of Beneficia 
Corporation and Consolidated Subsidiaries at December 
31, 1984 and 1983 and the results of their operations 
and changes in their financial position for each of the 
three years in the period ended December 31, 1984 in 
conformity with generally accepted accounting principles 
applied on a consistent basis. 


DELOITTE HASKINS & SELLS 


Morristown, New Jersey 
February 7, 1985 


Beneficial Corporation and Consolidated Subsidiaries 


Supplementary Financial Data Adjusted for General Inflation 


(amounts in millions) 


The Financial Accounting Standards Board in its State- 
ment No. 33 requires that selected historical financial 
data be restated to reflect the effects of inflation using 
two methods of measurement: the constant dollar 
method and the current cost method. The constant dol- 
lar method requires that the historical cost data of the 
primary financial statements be adjusted for general infla- 
tion using the Consumer Price Index for All Urban Con- 
sumers (CPI-U). The current cost method requires that 
the historical cost data of the primary financial state- 
ments be adjusted for the effects of changes in values of 
specific assets. Property and equipment, the specific as- 
set of the Company affected by the requirement, is rela- 
tively insignificant to the operations of the Company. 
Because current cost amounts do not differ materially 
from the constant dollar method, current cost data are 
not presented. 


The table below shows the effect of adjusting selected 
financial data to average 1984 dollars. As most of the 
Company's assets and liabilities are monetary in nature 
and fixed in terms of the amount of cash to be received 
or paid, they require no adjustment to income from con- 
tinuing operations. Property and equipment was restated 
to average 1984 dollars using the CPI-U, which resulted 
in higher depreciation expense and consequently re- 
duced income from continuing operations by $2.0. FAS 
No. 33 requires that no adjustment be made to the pro- 
vision for income taxes for the additional depreciation ex- 
pense. Revenue and other expense items were not 
restated as they are assumed to have occurred propor- 
tionately to the CPI-U over the course of the year. 


The decline in purchasing power of net monetary assets 
held is shown as a separate line item and is not included 
as an adjustment to income from continuing operations. 


Net assets at year-end 1984 were calculated by reduc- 
ing shareholders’ equity by the historical cost of property 
and equipment and converting the remaining share- 
holders’ equity to average 1984 dollars. To this figure is 
added the constant dollar property and equipment bal- 
ance. The data presented herein should not be viewed 
as a precise calculation of the effects of inflation. 


Management Strategies for Coping With Inflation 


The current year benefited from a moderate inflationary 
environment in contrast to the high rates of inflation 
which plagued the economy through the late 1970’s and 
early 1980's. Continued implementation of various cor- 
porate programs ensure that resources are efficiently 
utilized and costs are adequately controlled. The Com- 
pany is originating an increasing amount of variable rate 
assets which are funded by short-term debt. In addition, 
the Company is rapidly expanding its bank credit card 
business. This business provides pricing protection in 
some cases against volatility in short-term interest rates. 
Management believes these practices will help contribute 
to the maximization of profitability in an inflationary 
environment. 


Five-Year Summary of Selected Supplementary Financial Data Adjusted for General Inflation (Unaudited) 


(in 1984 dollars) 


1984 


$1,804.6 
104.3 
996.2 


Years Ended December 31 


Revenue 
Income From Continuing Operations 
Net Assets at Year End 
Per Common Share 
Income From Continuing Operations 
Cash Dividends 
Market Price at Year End 


Decline in Purchasing Power of Net 
Monetary Assets Held 


Average Consumer Price Index 


3.93 
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1983 1982 


$1,617.4 
83.1 
989.7 


1981 


$1,721.3 
71.6 
1,140.9 


$1,645.2 
1O7 
10072 


4.03 
2.08 
35.10 


2.87 
2.16 
26.46 


2.34 
2.28 
22.94 


15.6 
289.1 


38.9 
272.4 


Consumer Finance Group 


Statement of Income 


(Unaudited) 
Three Months 
Ended December 31 


1984 1983 (in millions) 


Net Finance Revenue 
$271.3 $237.9 Finance Charges and Fees 
119.4 99.2 Interest Expense 


151.9 138.7 Gross Margin 
7.6 13.4 Other Revenue 


159.5 152.1 Total 


Operating Expenses 

36.5 39.5 Salaries and Employee Benefits 
30.0 25.9 Provision for Credit Losses (less recoveries) 
12.2 11.9 Rent 

oy Advertising 

2.4 Depreciation 

1.9 Postage and Express 

Fa | Printing and Stationery 

3.6 Telephone 

2.6 Travel 

16.8 Other 


113.6 Total 


Cog Income Before Income Taxes 
14.6 Provision for Income Taxes 


$ 23.9 Net Income 


Supplemental Information 


During the Period 
$851.7 New Funds Lent to Customers 

49.8 Principal of Finance Receivables Purchased 

22.3 Finance Receivables Charged Off (less recoveries) 
Annual Percentage Rate of Finance Charges 

19.92 and Fees Collected 

Average Amount of Transaction (in dollars) 
At End of Period 
Total Assets 
Number of Consumer Finance Offices 


Years Ended December 31 


1984 
$1,035.7 
448.0 
587.7 


» Pek ley d 


$3,172.5 
249.6 
70.4 


19.89 
$ 2,306 


$5,629.2 
1,155 


1983 


$ 919.7 
369.1 


550.6 
64.2 


614.8 


165.6 
103.0 
47.1 
21.7 
aM ie 
8.1 
8.5 
15.9 
10.2 
59.4 


450.7 


164.1 
68.0 


1982 


$ 910.4 
388.5 


521.9 
43.4 


565.3 


$ 96.1 


presesterererse tan seestareentttt  eetenss wee tttr ott ts 


$2,804.0 
188.2 
83.6 


20.53 
$ 2,589 


$5, 133.1 
1,347 


$4,699.3 
1,444 
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Insurance Group 


Statement of Income 


(Unaudited) Three 
Months Ended 
December 31 Years Ended December 31 


1984 1983 


(in millions) 1984 1983 1982 


Revenue 
$151.7 $144.4 Premium Revenue $565.1)» $2500'8 
39.8 28.4 Investment Income (net) 142.1 101.2 
2.2 2.0 Other Income 8.9 TBTE 


193.7 174.8 Total 716.1 609.7 


Benefits and Expenses 
126.8 O21 Policy Benefits 386.2 238.2 
67.2 94.9 Policy Reserve Increase 242.4 244.5 
20.2 ee Commissions and Brokerage 104.2 81.6 
Salaries and Employee Benefits 15.8 13.8 
Decrease (Increase) in Unamortized Policy 
Acquisition Costs (14.3) (14.4) 
Licenses and Taxes 6.3 59 
Other Expenses 25.0 24.2 


Total 765.6 593.8 


(38.8) (5.7) Income (Loss) Before Income Taxes (49.5) 15.9 
(41.5) (10.7) | Provision for Income Taxes (58.0) (10.2) 


2.7 50) Income Before Realized Net Investment Gain 8.5 26.1 
2.6 6 Realized Net Investment Gain, After Income Taxes 6.2 ahs) 


5.3 5.6 Income Before Interest Allocation ; 29.6 
Interest Expense Related to Investment in Insurance 
(3.8) (2.8) Group, After Income Taxes f (11.4) 


eerie tae ak S| Net Income : Noe al be Wed 


Supplemental Information 


During the Period 
$161.4 $144.5 Premiums Written $ 598.0 $ 505.7 
Ratio of Premiums Written to 
1.42 1.47 Shareholder’s Equity (annualized) 1.31 1.29 
At End of Period 
Investments $1,568.7 $1,189.2 
Unamortized Policy Acquisition Costs 98.8 84.5 
Total Assets 192151 1,519.0 
Insurance Policy and Claim Reserves 1301.0 986.6 
Shareholder’s Equity 455.5 393.2 
Life Insurance in Force tes T4136 
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Merchandising Division 


Balance Sheet 


(in millions) December 29, 1984 and December 31, 1983 1984 1983 
Assets 
Current Assets 
Cash $ 12.6 $9.2 
Receivables 226.3 223.9 
Less Unearned Finance Charges (2.1) (4.8) 
Allowance for Doubtful Receivables (15.6) (16.2) 
Receivables Sold to Beneficial (Note 6) (61.9) (54.1) 
Net Receivables 146.7 148.8 
Equity in Receivables Sold to Beneficial (Note 6) We 2.0 
Inventories 132.9 130.7 
Other Current Assets 16.5 10.1 
Total Current Assets 311.9 301.7 
Property and Equipment (at cost, less accumulated depreciation 
of $46.9 and $42.8) 50.5 48.9 
Other Assets 4 a 
Total $362.8 $350.9 


Liabilities and Shareholder’s Equity 
Current Liabilities 


Accounts Payable $ 53.9 $ 56.5 
Payable to Beneficial 42.1 29.6 
Other Current Liabilities (Note 2) 49.6 48.4 
Total Current Liabilities 145.6 14 
Long-Term Debt (Note 3) 23.1 24.2 
Deferred Federal Income Taxes (Note 5) 8.0 cae 
Total Liabilities 176.7 166.4 
Shareholder’s Equity (includes retained earnings of $111.7 and $110.1) (Note 3) 186.1 184.5 
Total $362.8 $350.9 


See Notes to Financial Statements. 


Merchandising Division 


Statement of Income and Retained Earnings 


(Unaudited) 


Thirteen Weeks Ended 
December 29, 1984 Years Ended December 29, 1984 
Three Months Ended December 31, 1983 and 
December 31, 1983 December 31, 1982 
1984 1983 (in millions) 1984 1983 1982 
$172.2 $165.8 Net Sales and Other Revenue $697.7 $650.3 $599.7 
Expenses 
Cost of Sales (includes certain buying and 
135.4 131.2 occupancy expenses) 551.3 518.5 480.2 
26.3 252 Selling and Administrative (Note 6) 111.8 105.5 100.8 
oo ue Provision for Early Retirement Costs aa Fi 1.4 
2.1 al Interest 8.0 4.8 3.8 
(1.8) (1.0) Gain on Sale of Real Estate (Note 8) (3.5) (5.3) (6.6) 
162.0 Vehi2 Total 667.6 624.2 579.6 
Income Before Income Taxes and 
10.2 8.6 Extraordinary Item 30.1 26.1 20.1 
4.0 4.0 Provision for Income Taxes (Note 5) 13.5 11.4 8.5 
6.2 46 Income Before Extraordinary Item 16.6 14.7 11.6 
Extraordinary |tem—Gain on Repurchase of 
Debentures, After Income Taxes of $.7 
8 and $1.0 (Note 3) _ 8 1.0 
6.2 5.4 Net Income 16.6 19.5 12.6 
120.5 118.7 Retained Earnings, Beginning of Period 110.1 108.6 121.0 
15.0 14.0 Dividends 15.0 14.0 25.0 
$111.7 $110.1 Retained Earnings, End of Period 


— UU... nd 


See Notes to Financial Statements. 


Management's Discussion and Analysis of Financial Condition and Results of Operations 
(amounts in millions) 


Introduction 


The expansion of the automotive supermarket strategy 
initiated in 1981 accelerated in 1984. During the year, 
47 company owned stores were converted or opened 
and 101 associate store owners converted their stores. 
As of December 29, 1984 the company is operating 152 
automotive supermarkets and 183 associate store own- 
ers have completed converting their stores. Sales in 
company owned automotive supermarkets increased ap- 
proximately 31% in 1984 due largely to increasing sales 
in existing automotive supermarkets, while the rest of the 
increase resulted from opening new company owned 
automotive supermarkets during 1984. Further expan- 
sion is planned in 1985. 


In 1984 the company sold three underutilized distribution 
facilities that had been closed and subleased in prior 
years for an aftertax gain of $2.4. This is a continuation 
of the company’s program, started in 1982, of asset 
redeployment to achieve efficiency and increased pro- 
ductivity. For the three year period ended December 29, 
1984 aftertax gains of $10.6 have been realized from 
sales of underutilized facilities. A distribution facility clos- 
ed in December 1984 is currently offered for sale. 


Results of Operations 


Net sales and other revenue increased 7% and 8% in 
1984 and 1983, after a decrease of 7% in 1982. The 
increases in 1984 and 1983 were the combined result of 
expansion to automotive supermarket outlets and im- 
proved economic conditions. The decline in 1982 was 
the result of closing unprofitable outlets and a 
deteriorating economic environment. 


Cost of sales as a percentage of net sales remained 
relatively constant throughout the three years. Selling 
and administrative expenses increased roughly 5% in 
both 1984 and 1983 after decreasing 2% in 1982. The 
increases in 1984 and 1983 were largely the result of 
inflationary pressures and costs associated with conver- 
sion to the automotive supermarket concept. The 1982 
decline was caused by operating efficiencies resulting 
from the closing of underutilized distribution facilities. 
Interest expense increased $3.2 and $1.0 in 1984 and 
1983 and declined $.9 in 1982 primarily as a result of 
changes in borrowing levels. 


Reported earnings for Western Auto have improved for 
each of the three years ended December 29, 1984. This 
improvement is the result of increased operating efficien- 
cies, sales of underutilized facilities, expansion of the 
automotive business, and improved general economic 
conditions. 


Capital Resources & Liquidity 


The Merchandising Division finances its operations 
largely through the sale of consumer receivables to 
Beneficial and the cash flow from operations. 


Net working capital decreased from $177.9 as of 
January 1, 1982 to $166.3 at December 29, 1984, after 
reducing long-term debt by $8.6 and paying dividends 
to Beneficial of $25.0 in 1982, $14.0 in 1983 and $15.0 
in 1984. 
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Merchandising Division 


Statement of Changes in Financial Position 


(Unaudited) 

Thirteen Weeks Ended 
December 29, 1984 
Three Months Ended 
December 31, 1983 


Years Ended December 29,1984 
December 31, 1983 and 
December 31, 1982 


74984 |’ 4983) ~ Gn milions) 1984 1983 1982 
Source of Funds 
$ 6.2 $ 4.6 Income Before Extraordinary Item $16.6 $14.7 $11.6 
Items Not Requiring (Providing) Working Capital 
1.8 LANs Depreciation 6.8 6.2 6.5 
3 — Provision for Deferred Income Taxes 3 — (.3) 
Funds Provided by Operations 
8.3 6.3 Before Extraordinary Item 23.7 20.9 17.8 
— 8 Extraordinary ltem—Gain on Repurchase of Debentures _ 8 1.0 
8.3 GA Funds Provided by Operations 23.7 21.7 18.8 
—- Long-Term Debt Issued —_ — 3.0 
rita the Disposal of Property and Equipment 2.9 as 4.0 
(.1) “i Other (.1) 2 il 
$ 10.7 Bil Mie $26.5 $23.0 $ 25.9 
Application of Funds 
Sat $ 2.1 Additions to Property and Equipment $11.3 $6.% $ 3.4 
41 5.4 Long-Term Debt Paid 14 6.5 4.0 
15.0 14.0 Dividends Paid 15.0 14.0 25.0 
(7.1) (13.8) Increase (Decrease) in Working Capital (.9) (4.2) (6.5) 
$ 10.7 Sy $26.5 $ 25.9 


$23.0 


Changes in Working Capital 
Increase (Decrease) in Current Assets 


$ 2.2 $ (3.6) Cash 
(11.2) (6.1) Net Receivables 
3 (.7) Equity in Receivables Sold to Beneficial 
1.8 (4.0) Inventories 
5.8 1.3 Other Current Assets 
(i.1) (ict) 
Increase (Decrease) in Current Liabilities 
3.3 (2.3) Accounts Payable 
1.9 46 Payable to Beneficial 
8 (1.6) Other Current Liabilities 
6.0 if 
$ (7.1) $(13.8) Increase (Decrease) in Working Capital 


SSS 


$ 3.4 $(28) $ 45 
(2.1) 18.7 5.4 
3 (1.5) (2.2) 
ap 12.1 (17.3) 
6.4 (6.5) 10.5 
10.2 20.0 g 
(2.6) 14.0 3.6 
12.5 14.8 6.7 
1.2 (4.6) (2.9) 


See Notes to Financial Statements. 


Notes to Financial Statements 
(amounts in millions) 


1. Summary of Significant Accounting Principles 
and Practices 


a) Affiliation and Combination Basis. The Merchandising 
Division is comprised of Western Auto Supply Company 
and subsidiaries. 


b) Fiscal Year. During 1984 Western Auto changed its 
annual accounting period to a fiscal year ending the 
Saturday nearest to December 31. 


Cc) Receivables and Finance Charges. Receivables consist 
of the following: retail and associate store customer instal- 
ment accounts for which finance charges are taken into 
income by the sum-of-the-digits method; revolving ac- 
counts for which finance charges are taken into income 
when billed to the customers; and amounts due from 
associate store owners for which there are no finance 
charges if payment is received within the trade terms. 


Receivables becoming due in more than one year of 
$66.0 and $60.7 at year end 1984 and 1983 are in- 
cluded in current receivables in accordance with mer- 
chandising industry practice. 


d) Inventories. Inventories are stated at the lower of cost 
(first-in, first-out) or replacement market, after considering 
obsolescence. 


e) Income Taxes. Results of operations are included in 
the consolidated federal income tax return of Beneficial. 
The provision for federal income taxes for financial state- 
ment purposes is approximately the same as it would 
have been had Western Auto filed a separate return. 
Deferred income tax charges of $4.0 and $5.4 for 1984 
and 1983 are included in Other Current Assets. 


f) Property and Equipment. Depreciation of property 
and equipment is computed using the straight-line 
method over the estimated useful lives of the assets. 
Maintenance and repairs are expensed as incurred. Ex- 
penditures for renewals and betterments are capitalized. 
Upon the sale, replacement or retirement of property 
and equipment, the cost and accumulated depreciation 
or amortization are removed from the accounts, and any 
gain or loss is reflected in income. 


g) Employee Retirement Plans. Current retirement plan 
costs and amortization of prior service costs over a forty- 
year period are charged to expense. The cost of retiree 
health care and life insurance benefits is charged to ex- 
pense as claims and/or premiums are paid. 


h) Accrual for Merchandise Warranties. Accruals are pro- 
vided for anticipated costs relating to merchandise under 
warranty not covered by manufacturers’ warranties. 


2. Other Current Liabilites 


1984 


Agen a Merchandise Wereaneean $14.9 
Accrued Salaries and Wages 8.0 
Other 26.7 


Ub waits 


Total Other C Current Liabilities 


3. Long-Term Debt and Restrictions on Retained 
Earnings 


Long-term debi outstanding is as follows: 


1983 


1984 
fnealnent Notes, 14.75% 


SNS 
Sinking Fund Debentures, 7.85% 
Due 1996, With Annual! Payments 28. 1 23.9 


25.3 


$ 1.4 


Less Long-Term Debt Due 
_ Within One Year ¢ 3) (1.1) 


~ Long $23 i _ $24. 2 


Long- “Term Debt 


Rane Hino -term tah ane Gana Bane payments are 
$.3 in 1985 and $23.1 in 1990 and thereafter. 


During 1983 and 1982, Western Auto purchased for 
$3.6 and $2.7 and retired $5.1 and $4.7 of outstanding 
debentures resulting in aftertax gains of $.8 and $1.0. 
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Merchandising Division 


Notes to Financial Statements (concluded) 
(amounts in millions) 


At December 29, 1984, the 7.85% debentures sinking 
fund requirement has been met through 1989 and a por- 
tion of 1990 through the purchase and retirement of the 
debentures. 


The indenture relating to the 7.85% sinking fund deben- 
tures contains covenants that restrict the payment of divi- 
dends, restrict the purchase and retirement of Western 
Auto capital stock and limit investments and indebted- 
ness. The amount of unrestricted retained earnings was 
$27.1 at December 29, 1984 and $28.4 at December 
Shoes! 


4. Employee Benefit Plans 


Western Auto and its subsidiaries have trusteed profit 
sharing plans, and Western Auto has a trusteed retire- 
ment plan for substantially all full-time employees. 


Contributions to the retirement plan charged to earnings 
for 1984, 1983 and 1982 were $4.3, $3.8 and $4.0. 
Western Auto and its subsidiaries contributed $.5 and 
$.7 to the profit sharing plan in 1984 and 1983. No con- 
trioutions were made for 1982. Accumulated plan 
benefits and plan net assets for the defined benefit retire- 
ment plan were as follows: 


January 1 


1984 1983 1982 


Actuarial Present Value of 
Accumulated Plan Benefits 


Vested 
Nonvested 


$32.5 $30.4 $20.1 
3.3 3.0 ae 


Total Actuarial Present Value 
of Accumulated Plan 


Benefits $35.8 $33.4 $223 


‘erbseri taprreren tornsci sats 771 


Net Assets Available for Benefits $61.0 $54.1 $41.9 


The weighted average assumed rate of return used in 
determining the actuarial present value of accumulated 
plan benefits was 10.0% in 1984, 9.0% in 1983 and 
12.3% in 1982. 


5. Income Taxes 
The provision for income taxes is comprised of: 
mec sac sl care Eoin os SDE SALERRO SPEDE SEES NE PETES 


1984 1983 1982 


enn nines mme ae TRS RACER ETT ERS ORSER SS PY OLAEDA ET G3 TY EROTEOT RC EETTORNENETTS 


Current 


$10.2 $108 $94 
Deferred ys NGO ih) 
State and Local hie 


1.8 ies 


Total Provision for. 
Income Taxes $13.5 $11.4 $85 


——— —ssesabasasiannbounerasssnsaunvesstsstiaabsnansnaanesnmmmanssoaizaveuanl 


Deferred federal income taxes result from timing differ- 
ences in recognition of income and expense for tax and 


financial statement purposes and relate to: 

I TS 
1984 1983 1982 

C—O SD 


Income From Credit Sales $(.2) $(.6) $(2.7) 
Depreciation lid — 2 
Provision for Doubtful Receivables 3 (.2) (.3) 
Advertising Costs he: A — 
Store Closings 4 (.1) | 
Gain on Sale of Real Estate _ (.8) 8 
Dumping Duty _ ti — 
Other 3 (.4) (.2) 
Total Provision for 
Deferred Income Taxes $1.5 $(.6) $(2.1) 


A reconciliation of the provision for income taxes at the 
Statutory U.S. income tax rate to the reported tax provi- 
sion follows: 


SC 


1984 1983 1982 


SS SL SER 


46.0% 46.0% 46.0% 


Statutory U.S. Tax Rate 
Increase (Decrease) Resulting From 
Gain on Sale of Real Estate 


Taxed at Lower Effective Rates (2.1) (3.6) (5.9) 
State Income Taxes, After 

Federal Income Taxes 3.2 25 3.2 
Investment Tax Credit (1.4) (.3) (.5) 
Other (.8) (.8) (.3) 


Effective Tax Rate 44.9% 43.8% 42.5% 


6. Transactions with Affiliates 
Western Auto sells, with recourse, to Beneficial customer 
receivables generated by retail stores and associate 
stores. Western Auto is paid 95% of the gross customer 
receivables sold and maintains the reserve for credit 
losses applicable to these receivables. Western Auto 
guarantees that earnings before interest and income 
taxes related to the receivables sold will not be less than 
150% of interest requirements on debt and rentals for 
leased properties related directly to these receivables. 
Administration of the credit function for these receivables 
is performed by Western Auto. During 1984, 1983 and 
1982, Beneficial paid Western Auto $14.7, $14.4 and 
$18.1 for administration of the receivables. This is 
reflected as a reduction of selling and administrative 
expense. The average of the month-end balances of re- 
ceivables sold to Beneficial was $67.0, $70.1 and 
$102.4 for 1984, 1983 and 1982. Interest charged by 
Beneficial on intercompany borrowings included in 
interest expense was $5.1, $1.8, and $.6 for 1984, 
1983, and 1982. 


7. Leases 


Western Auto and its subsidiaries occupy retail stores 
and use certain equipment and facilities under various 
operating leases. Rent expense, principally for retail facil- 
ities, for 1984, 1983 and 1982 was $8.6, $8.2 and $8.6. 
Lease commitments on real property at December 29, 
1984 are: 


1985 
1986 
1987 
1988 
1989 
1990-1994 
1995-1999 
2000-2004 


It is expected that, in the normal course of business, 
leases that expire will be renewed or replaced by leases 


on other properties; thus, it is anticipated that future mini- 


mum annual lease commitments will not be less than 
those shown for 1985. The minimum annual rentals do 
not include maintenance costs, real estate taxes, insur- 
ance, or additional amounts payable on a percentage of 
sales. 


8. Sale of Capital Assets 


In 1984 Western Auto sold two distribution centers and 
one warehouse facility which resulted in a gain of $3.5 
($2.4 aftertax). In 1983 two warehouse facilities were 
sold resulting in a gain of $1.8 ($1.2 aftertax), and long- 
term leases on warehouse facilities were sold at a gain 
of $3.5 ($2.5 aftertax). In 1982 two distribution centers 
were sold resulting in a gain of $6.6 ($4.5 aftertax). 


9. Supplementary Financial Data Adjusted for the 
Effects of Changing Prices (Unaudited) 


Supplementary inflation adjusted information prepared in 
accordance with Financial Accounting Standard No. 33 
is included in the Form 10-K of Western Auto filed with 
the Securities and Exchange Commission. 
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Accountants’ Opinion 


The Board of Directors 
Beneficial Corporation 


We have examined the consolidated balance sheets of 
Beneficial Corporation Merchandising Division as of 
December 29, 1984 and December 31, 1983 and the 
related consolidated statements of income and retained 
earnings and changes in financial position for each of the 
years in the three year period ended December 29, 1984. 
Our examinations were made in accordance with generally 
accepted auditing standards, and accordingly included 
such tests of the accounting records and such other 
auditing procedures as we considered necessary in the 
circumstances. 


In our opinion, the aforementioned consolidated financial 
statements present fairly the financial position of Beneficial 
Corporation Merchandising Division at December 29, 1984 
and December 31, 1983 and the results of its operations 
and changes in its financial position for each of the years in 
the three year period ended December 29, 1984, in confor- 
mity with generally accepted accounting principles applied 
on a consistent basis. 


PEAT, MARWICK, MITCHELL & CO. 


Kansas City, Missouri 
January 25,1985 


Beneficial Corporation and Subsidiaries 


Data by Calendar Quarter 


Supplemental Information 


(in millions, except per share figures) 


Revenue 
Finance Division 
Merchandising Division 


Total 


Operating Income 
Finance Division 
Merchandising Division 


Total 


Net Income 
Finance Division 
Merchandising Division 


Corporate Expense, After Income Taxes 


Net Income 


Earnings Per Common Share 


Common Stock 
High Sales Price 
Low Sales Price 
Dividends Paid Per Share 


First 
Quarter 


$445.1 
17on 


$617.2 


Second 
Quarter 


$ 480.1 
186.3 


$ 666.4 


$ 46.1 


$ 43.2 


Fourth 
Quarter 


$472.9 
2.2 


$645.1 


Total 


$1,804.6 
697.7 


$2,502.3 


1983 


$ 6.2 
8.4 


$ 14.6 


$ 134.7 
26.6 


$ 161.3 


$ 113.6 
16.6 
(23.9) 


$ 106.3 


$ 4.02 


First 
Quarter 


$ 378.6 
150.7 
$ 529.3 


$ 39.9 
3.0 


$ 42.9 


$ 


$ 24.50 
19.625 
00 


Second 
Quarter 


$ 388.2 
172.0 


$ 560.2 


$ 46.1 
5.4 


Sy 916 


$ 30.9 
3.0 
6.1) 


$ 278 


Third 
Quarter 


$ 394.3 
161.8 


$ 556.1 


$ 49.6 
48 


$ 54.4 


$ 29.8 
3.4 
(5.9) 


Quarter 


$420.8 
165.8 


$586.6 


$ 28.5 
7.6 


$ 36.1 


$ 26.7 


$27.0 


$ 1.05 


198 ADEE? VE SE SENSE EAL A TEL NM NRA ESS TONES WORT TTR OE RTD TER TE CRT ETE ERONETNN 


Slt 02 


SE ER TT A AEE UP ATE SEAS RET 


$ 30.00 
26.875 
.50 


$ 34.50 
26.875 
.50 


aaa Se Pere SSS SSSA nt ys nS ys Is sss mn aioli ss susp esngeinensSimmmmtenbassosms 


$1,581.9 
650.3 


$2,232.2 


$ 164.1 
20.8 


$ 184.9 
$ 114.3 


15.5 
(24.2) 


$ 105.6 


Beneficial Corporation and Subsidiaries 


Eleven-Year Summary 


Supplemental Information 
(amounts in millions, except where noted) 
During The Year 
Consolidated 
Income From Continuing Operations 
Income (Loss) From Discontinued Operations 
Net Income (Loss) 
Earnings Per Common Share (dollars) 
Continuing Operations 
Discontinued Operations 
Net Income (Loss) 
Average Number of Common Shares 
Dividends Paid Per Common Share (dollars) 
% Return on Average Assets (c) 
% Return on Average Equity (includes redeemable preferred stock) (c) 
Finance Division 
% of Monthly Cash Principal Collections to Average Monthly Balances 
% of Finance Receivables Charged Off (less recoveries) to Average Monthly Balances 
Revenue 
Interest 
Provision for Credit Losses (less recoveries) 
Total Expenses 
Income Before Income Taxes 
Income From the Consumer Finance Group 
Income From the Insurance Group 
Income From Finance Division 
Merchandising Division 
Net Sales and Other Revenue 
Income (Loss) Before income Taxes 
Income (Loss) From Merchandising Division 
Corporate Expense, After Income Taxes 


At Year End 


Consolidated 
Total Assets $7,720.9 
Short-Term Debt (bank notes and commercial paper) $ 835.5 
Long-Term Debt $3,964.5 
Redeemable Preferred Stock $) 125.0 
Shareholders’ Equity (includes redeemable preferred stock) $ 992.8 
Number of Employees 13,500 
Number of Holders of Common Shares 25,700 

Finance Division 
Principal of Finance Receivables $5,367.5 
Reserve for Credit Losses $ 212.4 
% of Reserve for Credit Losses to Principal of Finance Receivables 3.96 
% of Finance Receivables (account balances, loans only) with Payments 

More Than Two Months Delinquent: 
Loans Only (based upon recency of payment) (b) 74 
Bank Credit Cards (based upon contractual terms) (d) 1.28 
Number of Accounts 2.3 
Average Loan Balance (dollars) (b) $ 4,069 
Average Credit Card Balance (dollars) (d) $ 1,222 
Average Account Balance (dollars) $ 2,335 


(a) Excludes extraordinary credit of $.8 in 1983, $1.0 in 1982 and $12.1 in 1974. 
(b) Loans include real estate secured and personal unsecured loans. 


78.3 66.7 99.9 87.3 93.8 82.3 
(109.7) (74.4) 6.1) 13.0 45 3.4 
(31.4) (7.7) 93.8 100.3 98.3 85.7 


a73 BOD cha 3.62 3.98 3.48 
(4.90) (3.33) (27) 59 21 16 
(2.17) (1.11) 3.44 4.21 4.19 3.64 
22.4 22.3 22.3 O20 22.1 21.8 
2.00 2.00 2.00 1.95 1.70 1.60 
1.28 1.07 1.64 1.90 2.65 2.72 
8.02 6.34 9.41 9.31 10.88 10.10 


3.64 3.85 4.01 4.37 4.43 4.34 
2.45 ay, 2.34 1.87 1:57 1.74 


1,497.6 1,509.9 1,473.1 1,009.7 769.5 640.4 
418.0 458.7 395.4 243.8 162.4 124.4 
114.9 108.3 107.2 102.4 70.9 65.7 

1,372.8 1,388.2 1,308.0 846.2 587.1 478.9 
124.8 qiOsi1 163.1 164.1 180.2 158.2 

64.2 16.8 54.8 57.3 66.0 60.4 
eee 50.8 50.4 46.2 38.7 28.3 


86.4 67.6 105.2 88.7 


6,063.0 6,373.2 6,031.4 6,029.2 3,881.1 3,321.2 


432.0 1,042.3 746.7 926.8 478.9 375.3 
3,558.9 3,357.3 3,336.0 3,324.7 2,210.0 1,861.7 
125.0 125.0 125.0 103.0 a a 
910.3 1,003.5 1,079;7 1,029.1 886.5 835.1 
13,000 16,800 23,300 26,400 25,500 25,100 


27,700 29,400 31,200 32,000 33,200 32,700 


4,256.3 4,445.8 4,252.9 4,264.0 3,015.4 2,526.2 
188.3 196.5 194.8 203.7 147.8 126.3 
4.42 4.42 4.58 4.78 4.90 5.00 


1.37 1.62 1.57 1.26 1.15 1.08 
1.40 te ns aa my ue 
4 2.5 gi 3.7 3.0 2.5 
2,889 2,366 1,802 1,508 1,333 1,289 
879 ut ua al ane i 
2,048 1,811 1,344 1,154 1,013 1,031 


(c) Continuing operations only. 


1982 1981 1980 1979 1978 1977 


599.7 645.7 669.5 45.8 801.7 
20.1 21.9 96 (9.8) (3.2) 2.6 
11.6(a) 12.0 4.8 (4.6) (1.7) 1.4 

(20.7) (12.9) (10.1) (11.6) (9.2) (7.8) 


(d) Prior to 1982 bank credit cards were not a significant part of the receivable portfolio. 


1976 
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71.3 
2.1 
73.4 


3.23 
WW 
3.34 
19.1 
1.25 
2.95 
10.05 


4.28 
2.42 
460.3 
82.7 
54.8 
341.1 
113.4 
43.5 
16.4 
59.9 


653.1 
37.5 
18.1 


(6.7) 


2,045.0 
279.4 
1,355.3 


723.8 
26,600 
29,900 
1,828.4 

95.0 
5.20 
1.29 


2.0 
1,327 
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Beneficial Corporation 


Officers 
Finn M. W. Caspersen Chairman of the 
Board of Directors and 
Chief Executive Officer 
First Vice Chairman 
Second Vice Chairman 
Member of the 
Office of the President 
Member of the 
Office of the President 
and Chief Financial Officer 
Senior Vice President 
and Treasurer 
Senior Vice President 
—Leégal 


Gerald L. Holm 
Andrew C. Halvorsen 
David J. Farris 


Robert A. Tucker 


William H.H. Ely, Jr. 


James H. Gilliam, Jr. 


Senior Vice President 
—Audit 

Senior Vice President 
and Controller 

Senior Vice President 
—Tax 

Vice President 
and Secretary 

Vice President 

Vice President 
—Planning and 
Corporate Strategy 


Vice President 
—Public Affairs 


William A. Gross 
Robert R. Meyer 
Bruce A. Olster 
Kenneth J. Kircher 
William V. Krause 
Deborah A. Smith 


Ann Stephenson 


Executive Committee 

David J. Farris President and Chief Executive 
Officer, Chairman of the 
Executive Committee 


James M. Browne Executive Vice President 


Frederick M. Dawson 
J. Edward Kerwan 

W. James Murphy 
Joseph N. Scarpinato 
David B. Ward 


Senior Vice Presidents 
Robert P. Freeman 
Robert M. Grohol 
Charles E. Hance 

J. Edward Kerwan 


Personnel 
Operating 

Legal and Litigation 
Data Processing 


Richard P. Kotz Marketing 
Thomas P. McGough Financial Controls 
W. James Murphy Operating 


David B. Ward Government Relations 


Beneficial Insurance Group 


Group Presidents 
James L. Arpin 
Pierre E. Bashe 
John France 

James L. Frans 
Peter J. Gimino, Jr. 
J.C. Heywood 
Forrest B. Kinney 
Francis X. Mohan 
Manfred E. Niebisch 
Daniel Wilczek 
Anthony T. Yesenofski 


Midwest Group 
Northwest Group 
United Kingdom Group 
Southern Group 
Southwest Group 
North Central Group 
Gulf Coast Group 
Northeast Group 
Canadian Group 
Mid-Atlantic Group 
Beneficial Business Credit 


Beneficial National Bank USA 


Chairman of the Board and 
Chief Executive Officer 

Executive Vice President 
—Subsidiaries 

Executive Vice President 
—Administration 

Executive Vice President 
—Claims 

Executive Vice President 
—Underwriting 

Executive Vice President 
and Chief Financial Officer 


F rederick M. Dawson 
Thomas B. Leonardi 
Anthony F. Mita 
Daniel R. O’Brien 
Roland E. Reed 


Robert Rothman 


Western Auto Supply Company 


Chairman of the Board and 
Chief Executive Officer 


Joseph N. Scarpinato 


Beneficial National Bank 
James W. Wright 


President and Chief 
Executive Officer 


Beneficial Mortgage Corporation 


Rolf F. Eriksen Chairman of the Board and 


Chief Executive Officer 


Beneficial Commercial Corporation 


Chairman of the Board tid 
Chief Executive Officer 


John T. Lundegard 


President and Chief 
Executive Officer 


Larry K. Morris 


Designed and produced by Shareholder Reports, Inc. 


Board of Directors 


Cecil M. Benadom °? 
Retired; former President of 
Beneficial Corporation 


Charles W. Bower “ 
Retired; former Senior Vice 
President and Treasurer of 
Beneficial Corporation 


Robert C. Cannada “++? 
Attorney at Law, Butler, Snow, 
O’Mara, Stevens & Cannada, 
Jackson, Mississippi 


Elbert N. Carvel “ 

Vice Chairman of the Board 

of Trustees of the University of 
Delaware; Chairman of the Board 
of Beneficial National Bank 


Finn M. W. Caspersen ‘':?-°) 
Chairman of the Board of Directors 
and Chief Executive Officer 


George R. Evans ‘*:°? 
Retired; former Vice Chairman of 
Beneficial Corporation 


David J. Farris ‘'>-® 

Member of the Office of the 
President; Chief Executive 
Officer, Beneficial Management 
Corporation, a subsidiary 


James H. Gilliam, Jr. © 
Senior Vice President-Legal 


Andrew C. Halvorsen “?:°? 
Second Vice Chairman 


J. Robert Hillier “*® 
Architect and businessman, 
The Hillier Group, Inc. 
Princeton, New Jersey 


Beneficial Corporation 


Gerald L. Holm (:?:5) 
First Vice Chairman 


John T. Lundegard 
Chairman and Chief Executive 
Officer, Western Auto Supply 
Company 


Steven Muller ©-© 
President, Johns Hopkins University 
Baltimore, Maryland 


Susan Julia Ross °-*) 
Attorney at Law, Natelson and Ross, 
Taos, New Mexico 


Robert A. Tucker “:2) 
Member of the Office of the 
President and Chief Financial Officer 


E. Norman Veasey ‘© 
Attorney at Law, Richards, Layton & 
Finger, Wilmington, Delaware 


Arthur T. Ward, Jr. “> 
Medical Doctor and businessman, 
Baltimore, Maryland 


Charles H. Watts, II “> 
General Director, educational and 
business consultant, 

McLean, Virginia 


Sigfried Weis ‘+ 
President, Weis Markets, Inc. 
Sunbury, Pennsylvania 


K. Martin Worthy “ 
Attorney at Law, Hamel & Park, 
Washington, D.C. 


Directors Emeriti 


Freda R. Caspersen 
Thomas W. Cullen 
J. Thomas Gurney 
Modie J. Spiegel 
Ralph B. Williams 


(1) Member of Executive Committee (Finn M. W. Caspersen, Chairman) 
(2) Member of Finance Committee (Robert A. Tucker, Chairman) 

(3) Member of Audit Committee (Charles H. Watts, II, Chairman) 

(4) Member of Compensation Committee (K. Martin Worthy, Chairman) 
(5) Member of Strategic Planning and Evaluation Committee 


(George R. Evans, Chairman) 


(6) Member of Management Development and Marketing Committee 


(E. Norman Veasey, Chairman) 


Beneficial Corporation is a direct 
issuer of commercial paper to 
institutional and other corporate 
investors. Notes are sold in 
amounts of $100,000 or more, 
for maturities of 5 to 270 days, at 
competitive market rates. Daily 
rates for Beneficial commercial 
paper are posted nationally on 
the TELERATE SYSTEM next to 
the symbol “BNL.” For further 
information call (201) 781-3614. 


Media representatives and others 
seeking general information 
about the Company should con- 
tact Ms. Ann Stephenson at 
(201) 781-3880. 


Security analysts, portfolio man- 
agers, and other investors 
seeking financial information 
about the Company should con- 
tact Mr. William H. H. Ely at 
(201) 781-3609 or Ms. Claire D. 
Rochat at (201) 781-3607. 


Stockholders seeking informa- 
tion about the dividend reinvest- 
ment service, securities transfer 
matters, and dividend payments 
should contact Mr. Kenneth J. 
Kircher at (302) 798-7102. 


Copies of the Company’s 10-K 
report to the SEC are available 
upon request from Mr. Kenneth 
J. Kircher, Beneficial Corpora- 
tion, P.O. Box 911, Wilmington, 
Delaware 19899. 


The Annual Meeting of the share- 
holders of Beneficial Corporation 
will be held on Tuesday, April 30, 
1985 at 11 a.m. in the Com- 
pany’s headquarters, Beneficial 
Building, 1100 Carr Road, 
Wilmington, Delaware. 


Morgan Guaranty Trust Company 
of New York, New York is both 
registrar and transfer agent for 
all classes of Beneficial Corpora- 
tion common and preferred 
stock. 


(A Beneficial 
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(F\\ Beneficial Corporation 


Beneficial Building, Wilmington, Delaware 19899 


March 29, 1984 


Dear Stockholder: 

On behalf of the Board of Directors of Beneficial Corporation, I am pleased to invite you to attend 
the 1984 Annual Meeting of Stockholders of the Company, which will be held on Monday, April 30, 1984 
at the Beneficial Building, 1100 Carr Road, Wilmington, Delaware. 


The business to be transacted at the meeting is set forth in the Notice of Meeting and is more fully 
described in the accompanying Proxy Statement. 


It is important that your shares be represented at the meeting, regardless of the number you hold. 


Whether or not you can be present in person, please sign, date and return your proxy in the enclosed 
envelope as soon as possible. If you do attend the meeting and wish to vote in person, your proxy can be 


revoked at your request. 


In accordance with our usual practice, a summary report of the meeting will be mailed to all 
stockholders with the financial results of the first quarter of 1984. 


We look forward to seeing you at the meeting. 


Best wishes. 


Finn M. W. Caspersen 
Chairman of the Board 
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BENEFICIAL CORPORATION 
Beneficial Building, Wilmington, Delaware 19899 


NOTICE OF ANNUAL MEETING OF STOCKHOLDERS 
April 30, 1984 


The annual meeting of stockholders of Beneficial Corporation, a Delaware corporation, will be held 
on Monday, April 30, 1984 at the office of the Company, Beneficial Building, 1100 Carr Road, Wilming- 
ton, Delaware, at 11 A.M. Wilmington time, for the following purposes: 


(1) To elect directors of the Company. 


(2) To ratify the selection of the firm of Deloitte Haskins & Sells, Certified Public Accountants, as 
the independent auditors of the Company for 1984. 


(3) To transact such other business as may properly be brought before the meeting. 


Only shares of Common Stock, $4.30 Dividend Cumulative Preferred Stock and $5.50 Dividend 
Cumulative Convertible Preferred Stock may be voted at the meeting. The close of business on March 1, 
1984 has been set as the record date for the purpose of determining stockholders entitled to notice of and 
to vote at the meeting. Stockholders who cannot personally attend the meeting and who wish to have their 
stock voted are requested to complete and sign the accompanying proxy (proxies) and return it (them) as 
soon as possible. No postage is required if mailed in the enclosed envelope, in the United States, its 
territories and possessions. 


KENNETH J. KIRCHER 
Vice President and Secretary 


Dated: March 29, 1984 
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March 29, 1984 


BENEFICIAL CORPORATION 


Beneficial Building, Wilmington, Delaware 19899 


ANNUAL MEETING OF STOCKHOLDERS 
April 30, 1984 


PROXY STATEMENT 


This Proxy Statement is furnished in connection with the solicitation of proxies by the Board of 
Directors for use at the annual meeting of stockholders of the Company to be held on April 30, 1984. The 
shares represented by each such proxy will be voted at the meeting in accordance with the specifications 
made thereon by the stockholder. The person giving a proxy has the power to revoke it any time before it 
has been voted. 


VOTING SECURITIES 


The close of business on March 1, 1984 has been set as the record date for the purpose of determining 
stockholders entitled to vote at the meeting. Each share of Common Stock and $4.30 Dividend Cumula- 
tive Preferred Stock is entitled to one vote, and each share of $5.50 Dividend Cumulative Convertible 
Preferred Stock is entitled to four and one-half votes. All of such classes will vote as a single class. 


On March 1, 1984 the number of securities outstanding and entitled to vote was 22,093,268 shares of 
Common Stock, 836,585 shares of $4.30 Dividend Cumulative Preferred Stock and 68,740 shares of $5.50 
Dividend Cumulative Convertible Preferred Stock. The aggregate number of votes entitled to be cast at 
the meeting as of March 1, 1984, with all of such classes voting as a single class, is 23,239,183. 


ELECTION OF DIRECTORS 
Proposal 1 


It is intended that, unless authority is withheld, votes will be cast pursuant to the accompanying proxy 
for the election of a Board of Directors of eighteen consisting of the persons named below, all of whom are 
presently directors, for terms of one year and until their successors are elected. Mrs. Freda R. Caspersen, 
who has served on the Board for approximately twelve years, is not standing for re-election this year and 
the number of authorized directors will be reduced from nineteen to eighteen, effective immediately prior 
to commencement of the Annual Meeting. With the exceptions of Messrs. Muller and Weis, who were 
elected by the Board on August 23, 1983, and Mr. Lundegard, who was elected by the Board on 
November 18, 1983, each nominee named below was elected a director at the Company’s 1983 Annual 
Meeting of Stockholders. Each nominee has expressed willingness to serve as a director during the coming 
year. The proxy may be voted for the election of other persons as directors in the event any of those 
named below are unable to serve for any reason. 


The names of the nominees for director, together with certain information regarding them, are 


as follows: 
Year Year 
First First 
Name of Director, Age, Elected Name of Director, Age, Elected 
Principal Occupation and a Principal Occupation and a 
Other Affiliations Director ___Other Affiliations _ Director 
Cecil MM Benadont. 400.2 eee 1965 John eS eunde gard) \2 ee ene 1983 
Retired; Member of Audit Committee Chairman of Board of Directors and 
of the Company Chief Executive Officer of Western 
Charles‘ Wy Bower 62) soe eee 1969 Auto Supply Company, a subsidiary of 
Retired; Member of Audit Committee the Company, Director, First National 
of the Company vie of Kansas City, Kansas City, 
Robert:G, Cannadas 638.45. ae 1975 IssOur 
Attorney at Law, Butler, Snow, Steven Muller, D0 eee. meee eee 1983 
O’Mara, Stevens & Cannada, Jack- President, The Johns Hopkins Univer- 
son, Mississippi; Member of Compen- sity, Baltimore, Maryland; Director, 
sation and Audit Committees of the Millipore, Inc., Bedford, Mas- 
Company; Director, Bank of Ed- sachusetts; Director, Safeway Stores, 
wards, Edwards, Mississippi Inc., Oakland, California 
Elbert N. Carvel, 73.42.2...0.-.2.022.. 1975 Susan. Ula ROSS: 40 ean ee en 1979 
Vice Chairman of the Board of Trustees Attorney at Law, Natelson and Ross, 
of University of Delaware, Newark, Taos, New Mexico; Member of Com- 
Delaware; Chairman of Board of Di- mittee on Strategic Planning and Eval- 
rectors of Beneficial National Bank, a uation and Audit Committee of the 
subsidiary of the Company Company 
Finn M. W. Caspersen, 42 ............. 1975 Robert A. Tucker, BYE oe soy. othe Some 1959 
Chairman of Board of Directors and Member of Office of the President, 
Chief Executive Officer, Chairman of First Vice President and Chief Finan- 
Executive Committee and Member of cial Officer, Member of Executive 
Committee on Strategic Planning and Committee and Chairman of Finance 
Evaluation and Finance Committee of Committee of the Company 
the Company; Director, The Coleman BeNOUMaIRVeaScye sl ee ae eee 1979 
Company, Inc., Wichita, Kansas Attorney at Law, Richards, Layton & 
Genre RAE VANS t iy crate 2 eee ee see 1973 Finger, P.A., Wilmington, Delaware; 
Retired; Chairman of Committee on Member of Committee on Strategic 
Strategic Planning and Evaluation and Planning and Evaluation and Com- 
Member of Compensation Committee pensation Committee of the Company 
of the Company PNG IEE AEN RTRs 102 8 woe 1972 
David/3i: Farris 448aane 9 rae aes 1982 Medical doctor and _ businessman, 
President and Chief Executive Officer, Baltimore, Maryland; Member of 
Chairman of Executive Committee of Committee on Strategic Planning and 
Beneficial Management Corporation, Evaluation and Compensation Com- 
a subsidiary of the Company; Member mittee of the Company 
of Executive Committee and Commit- Charles ag Watts.” | ons (eae eo ee 1959 
tee on Strategic Planning and Evalua- General Director, Member of Executive 
tion of the Company Committee, Chairman of Audit Com- 
J Robert Hillier. 46 pers cern suena 1982 mittee and Member of Committee on 
President of The Hillier Group, Strategic Planning and Evaluation of 
architects, Princeton, New Jersey; the Company; Director, Weis Mar- 
Member of Compensation Committee kets, Inc., Sunbury, Pennsylvania 
and Committee on Strategic Planning SISTCCE Weis. 0 jee eee ee er ae ene 1983 
and Evaluation of the Company; President and Director, Weis Markets, 
Director, United Jersey Bank, N.A.., Inc., Sunbury, Pennsylvania 
Princeton, New Jersey Ke Sia Uns WOLLDyc0 oa, pen ee 1977 
Gerald 4) -HolmyAS ites: 7 eae cna 1979 Attorney at Law, Hamel & Park, Wash- 


Vice Chairman of Board of Directors, 
Member of Executive and Finance 
Committees and Committee on Stra- 
tegic Planning and Evaluation of the 
Company 


ington, D.C.; Chairman of Compen- 
sation Committee of the Company 


During the last five years the principal occupation and employment of each director has been as listed 
in the table above, except that the Committee on Strategic Planning and Evaluation was established in 
1980, and except that: 5 


Mr. Bower was Senior Vice President (1970 to 1981) and Treasurer (1969 to 1981) of the Company. 

Mr. Evans was First Vice Chairman of the Board of Directors and Member of Office of the President 
(1977 to 1981) of the Company and President (1974 to 1978) and Chief Executive Officer (1978 to 1979) of 
Beneficial Management Corporation. From December 11, 1979 to February 5, 1980, Mr. Evans -was 
Chairman of the Board of Directors and Chief Executive Officer of Western Auto Supply Company, a 
subsidiary of the Company. 

Mr. Farris was Executive Vice President (1979 to 1981) and Senior Vice President (1978 to 1979) of 
Beneficial Management Corporation. 

Mr. Holm was Executive Vice President (1979 to 1981) and Vice President (1973 to 1979) of Bene- 
ficial Management Corporation and President (1974 to 1979) of Beneficial Data Processing Corporation, a 
subsidiary of the Company. 

Mr. Lundegard was President and Chief Executive Officer (1979 to 1980) of Gibson’s Inc., Seagoville, 
Texas and Chief Executive Officer (1975 to 1979) of The May Company’s Venture Stores, St. Louis, 
Missouri. 

Mr. Watts was Director, Campaign for Brown University, Providence, Rhode Island (1978 to 1980). 

Messrs. Carvel, Caspersen, Holm, Tucker and Watts are members of the Board of Directors of 
Western Auto Supply Company, a subsidiary of the Company. 

The firms of Butler, Snow, O’Mara, Stevens & Cannada, of which Mr. Cannada is a member, 
Richards, Layton & Finger, P.A., of which Mr. Veasey is a member, and Hamel & Park, of which Mr. 
Worthy is a member, performed legal services in 1983 for the Company and its subsidiaries. Such firms are 
currently performing legal services for the Company and its subsidiaries. The Hillier Group, architects, of 
which Mr. Hillier is President, performed architectural services for subsidiaries of the Company in 1983 
and is currently performing such services. 

There are no family relationships between any nominees or any nominees and executive officers of 
the Company and its subsidiaries, except that Mr. George R. Evans is the father-in-law of Mr. David J. 
Farris. 

As of February 1, 1984, the Company’s directors and nominees for directors, and its directors and 
officers as a group, beneficially owned the amounts of equity securities of the Company shown in the 
following table: 


Equity Securities of the Company 
Beneficially Owned (1) 


Common % of 5% Pfd. % of 
Name of Person or Group _ Stock _ Class Stock Class 
Veal M> Benadome(2)'(4) (5) een ee 113,085 iF 29 . 
Charles’ We Bower (1) 1.) eee eee eee 111,259 i —— a 
Robert’ Co Cantata 2 ire ee eg rte en 3,839 a — — 
Elbert N& Carvel (2) (3 ose eee Oe ree 2. TIet ES i -— — 
Finn M. W. Caspersen (2) (3) (4) (5) (7) (8)...... 794,016 ae) 2,584 ‘ 
Freda) R: ‘Caspérsen: (7) (9) ae es See ae oo 383,377 iy 843 - 
George: Re Evans) (OG)! te Serene & ea in. Boe. 17,202 : 18 “i 
David: J. ‘Parrissits a: Sees Sate online ee Shkx 9,787 ; — oe 
J. Robert. Hillict..9 euesee eee) whee oA. ee 1,185 i -- — 
Gerald Lo Hobie S tak ete ee oe ae 12,209 > — — 
John) Gander ge ee cre ee ee oo ey a, 7,776 — — 
LGV TIVE See air ore Reet et ee, Re ~- -— i 
Susan JUlia Ges wrt et cre teat em eee 818 ¥ — — 
Robert A. Tucker (2) (4) (5) (6) (9) (10) ........ 648 ,944 2.9 25,201 oo. 
By NOMmidit' Vedsey cents at mee nee ee ee 961 - — — 
Arthor TY Wardtaie (Oy (rl )' eee ee eee 17,798 - 420 - 
Charles Hi Watts? i (2) (4p See 2 oe oe 233,803 1.0 1333 ‘ 
Sighriéd / WeIswns. ORONO Fe Baer kere 2 | SE AG on . = — 
Kc MartinaWorth york Seon See ed es cee Ise 8) 7 ao = 


All directors and officers as 

a group (30) persons (2) (3) (4) (5) 

(G) (C8) (9) GLU) CLL) pe oe tele ecw oath ORE 1,467,311 6.6 26,563 6.5 
In addition, as of such date Mr. Tucker owned 67* shares of the Company’s $4.50 Dividend Cumulative 
Preferred Stock as to 40 shares of which he shares voting and investment power with others. 


*Less than 1.0% of class. 


(1) Unless otherwise indicated below, each director possesses sole voting and investment power with 
respect to the shares shown opposite his or her name in the table. 

(2) Includes shares of Common Stock owned by spouses or certain members of the families of nomi- 
nees, as to which such nominees disclaim beneficial ownership, as follows: Mr. Benadom—378 shares; Mr. 
Cannada—316 shares; Mr. Carvel—2,500 shares; Mr. Caspersen—5,948 shares; Mr. Tucker—1,202 
shares; Mr. Ward—10,418 shares; and Mr. Watts—11,896 shares. 

(3) Includes 99 and 1,744 shares of Common Stock which Messrs. Carvel and Caspersen,respectively, 
received in February, 1984 under the Employees Stock Purchase Plan. 

(4) Includes 205,039 shares of Common Stock held by three trusts as to which Messrs. Caspersen, 
Watts and others serve as trustees (sharing voting and investment power), shown as beneficially owned by 
each of them. As to Messrs. Benadom, Bower and Tucker, includes 99,397, 99,397 and 155,340 shares of 
Common Stock, respectively, held by two such trusts with respect to which they act as trustees (sharing 
voting and investment power), shown as beneficially owned by each of them. Also includes 596 shares of 
5% Cumulative Preferred Stock (“5% Stock”) owned by one such trust, shown as beneficially owned by 
Messrs. Caspersen, Tucker and Watts. 

(5) Excludes shares owned by The Hodson Trust. For information concerning shares held by this 
trust see Principal Stockholders. 

(6) Includes 276,631 shares of Common Stock and 21,879 shares of 5% Stock owned by the Bene- 
ficial Corporation and Subsidiaries Employees’ Retirement Plan, as to which Mr. Tucker and four other 
persons serve as trustees (sharing voting and investment power), shown as beneficially owned by Mr. 
Tucker. 

(7) Includes 295,355 shares of Common Stock as to which Mr. Caspersen and Mrs. Freda R. Cas- 
persen share voting and investment power, shown as beneficially owned by each of them. As to 5,224 of 
such shares, such voting and investment power is shared with others. 

(8) Includes 181,764 shares of Common Stock and 1,170 shares of 5% Stock (other than shares 
referred to in notes 2, 4 and 7 above) as to which Mr. Caspersen shares voting and investment power with 
others. 

(9) Includes 59,611 shares of Common Stock and 679 shares of 5% Stock owned by the Beneficial 
Foundation, Inc. as to which Mrs. Caspersen, Mr. Tucker and others share voting and investment power, 
shown as beneficially owned by each of them. 

(10) Includes 69,680 shares of Common Stock (other than those referred to in notes 2, 4, 5 and 8 
above) as to which Mr. Tucker shares voting and investment power with others. 

(11) Includes 4,161 shares of Common Stock and 420 shares of 5% Stock as to which Mr. Ward shares 
voting and investment power with others. 

The Board’s Audit Committee met seven times in 1983. Its duties are (a) to recommend to the Board 
a firm of independent public accountants to be nominated for election by the stockholders to act as the 
Company’s independent auditors, (b) to confer with the Company’s independent auditors as to the scope 
of their proposed audit, (c) to review the findings and recommendations of the independent auditors on 
completion of the audit and to consider any problems encountered by them in conducting the audit, and 
(d) to review the Company’s internal audit controls and to provide a liaison with the Company’s internal 
auditors. However, the Committee’s duties do not include accounting and auditing management functions 
assigned to the Company’s officers and other executives. The Board’s Compensation Committee held four 
meetings in 1983. Its function is to fix the compensation of officers and key employees of the Company and 
certain subsidiaries, and to administer the Company’s Key Employees Stock Bonus Plan. The Board’s 
Finance Committee met twenty-four times in 1983. The Finance Committee, between meetings of the 
Board, may exercise all powers of the Board with respect to financing the operations of the Company. The 
Board’s Executive Committee may exercise substantially all the authority of the Board (other than powers 
which the Board has specifically delegated to other committees) during the intervals between the meetings 
of the Board. In 1983 the Executive Committee of the Board held twelve meetings. The Board’s Commit- 
tee on Strategic Planning and Evaluation is responsible for (a) undertaking such studies and evaluations as 
it shall deem necessary for the current corporate strategy and the social, political and economic environ- 
ment within which the Company exists, and (b) recommending to the Board such changes in the function 
and composition of the Board, including new or additional members, as will best equip the Board to fulfill 
its duties. The Committee held four meetings in 1983. The Board held four meetings during 1983. The 
overall attendance record of Directors of the Company at meetings of the Board and Committees of the 
Board during 1983 was 95.9%. 


The Committee on Strategic Planning and Evaluation will consider recommendations of nominees 
for election to the Board submitted by stockholders. Any stockholder may recommend such nominees by 
writing to the Committee at the following address: Committee on Strategic Planning and Evaluation— 
Board of Directors, Beneficial Corporation, 1100 Carr Road, Wilmington, Delaware 19899, Attention: 
Kenneth J. Kircher, Vice President and Secretary. 


PRINCIPAL STOCKHOLDERS 


The following table sets forth information regarding each person who, to the Company’s knowledge, 
owned on the date indicated more than 5% of any class of the Company’s outstanding voting securities: 


Name and Address Common % of Class 
of Stockholder Stock Owned 


The Hodson Trust 
100 Beneficial Center 
Peapack iN k0] Oden es ree ee eae 1,561,247(1) 7.07 


Delaware Management Company, Inc. 
10 Penn Center Plaza 


Philadeiphia#PAt19103<7 cetesen. Ure Leee 1,151,500(2) 5.16 
FMR Corp. 
82 Devonshire Street 
Boston; MA;02109 «....<.. 2... eta See Be 1,886,200(3) 8.47 


(1) As of February 1, 1984, The Hodson Trust held of record the number of shares indicated in the 
table, and 9,038 shares of 5% Cumulative Preferred Stock (approximately 2.2% of such class, and 4 
shares of $4.30 Dividend Cumulative Preferred Stock (less than 1.0% of such class) ). Messrs. Benadom, 
Bower, Caspersen, Evans, Holm, and Tucker and one other person serve as trustees of such trust and 
share voting and investment power, but have no interest in the principal or income of such trust. Such 
shares would be regarded as beneficially owned by each such person under Rule 13d-3 promulgated by the 
Securities and Exchange Commission under the Securities Exchange Act of 1934, as amended. 

(2) Based on information contained in report on Schedule 13G of Delaware Management Company, 
Inc. (“DMC”), dated as of February 9, 1984, filed with the Securities and Exchange Commission under 
the Securities Exchange Act of 1934, as amended. According to such report, DMC is the parent holding 
company of Delaware Investment Advisers, Inc. (“DIA”), an investment adviser registered under Section 
203 of the Investment Advisers Act of 1940. Mutual funds managed by DMC and institutional accounts 
for which DIA provides investment advisory services are the owners of the shares. No fund or account 
individually owns more than 5% of the class reported. Such Schedule 13G also indicates that DMC and 
DIA have sole voting power with respect to 165,200 of such shares, sole investment power with respect to 
400,000 of such shares, shared voting power with respect to 519,300 of such shares and shared investment 
power with respect to 751,500 of such shares. 

(3) Based on information contained in report on Schedule 13G of FMR Corp. (“FMR”), dated 
February 14, 1984, filed with the Securities and Exchange Commission under the Securities Exchange Act 
of 1934, as amended. According to such report FMR is the parent holding company of Fidelity Manage- 
ment & Research Company (“FMRC”), an investment advisor registered under Section 203 of the Invest- 
ment Advisers Act of 1940, and Fidelity Management Trust Company (“FMTC”), a bank as defined in 
Section 3(a)(6) of the Securities Exchange Act of 1934. Investment companies registered under Section 8 
of the Investment Company Act of 1940 for which FMRC provides investment advisory services are the 
owners of 1,556,700 shares or 7.0% of the Company’s Common Stock. FMRC has shared investment 
power with respect to such shares. FMTC serves as trustee or managing agent for certain investment 
accounts which own 309,500 shares or 1.4% of the Company’s Common Stock and has sole voting and 
investment power with respect to such shares. In addition, Fidelity International Limited (“FIL”), a 
Bermuda joint stock company and affiliate of FMR, provides investment advisory and management ser- 
vices to certain non-U.S. investment companies and certain institutional investors, one of which owns 
20,000 shares or .09% of the Company’s Common Stock. FIL has sole voting and investment power with 
respect to such shares. No investment company, institutional investor or account owns more than 5% of 


the class reported. 


EXECUTIVE COMPENSATION 


The following tabulation sets forth the aggregate compensation paid by the Company and its subsidi- 
aries during 1983 to (a) each of the five most highly compensated executive officers of the Company whose 
total cash compensation exceeded $60,000, for services in the capacities indicated, and (b) all executive 


officers of the Company as a group. 


(A) (B) (C) 
Name of Individual 
or Number of Cash 
Persons In Group Capacities In Which Served Compensation (*) 
Finn M.. W..Caspetsenee mer Chairman of Board of Directors and Chief Executive $352,950 


Officer, Director, Chairman of Executive Commit- 
tee, Member of Committee on Strategic Planning 
and Evaluation and Finance Committee of the 
Company 
David: J. Farris. +).4.- eee President and Chief Executive Officer, Chairman of 331,450 
Executive Committee of Beneficial Management 
Corporation; Director, Member of Executive 
Committee and Committee on Strategic Planning 
and Evaluation of the Company 
Gerald L: Holm >. 5.28 2 Vice Chairman of Board of Directors, Director, 288,700 
Member of Executive and Finance Committees 
and Committee on Strategic Planning and Evalua- 
tion of the Company 
R. Donald Quackenbush (**) .. Chairman of Board of Directors of the Company’s 253,100 
Insurance subsidiaries; Executive Vice President- 
Insurance of Beneficial Management Corporation; 
Director of the Company 
Robert‘ A. Lucker ee Member of Office of the President, First Vice Presi- 327,450 
dent and Chief Financial Officer, Director and 
Member of Executive Committee and Chairman 
of Finance Committee of the Company 
19 Executive Officers as a group 3,212,475 


(*) The amounts of compensation shown in this Proxy Statement have been determined in accord- 
ance with applicable regulations under the Securities Exchange Act of 1934, as amended. 

(**) Retired as Chairman of Board of Directors of the Company’s Insurance subsidiaries and Execu- 
tive Vice President-Insurance of Beneficial Management Corporation on November 7, 1983. Also re- 
signed from Board of Directors of the Company on that date. 


COMPENSATION PLANS AND ARRANGEMENTS 


Incentive Compensation Plan. This Plan was terminated by the Board of Directors during 1978 except 
to the extent necessary to make distributions of awards granted under the Plan prior to that date. In order 
to eliminate the expenses incurred in connection with the continued administration of the Plan, the Board 
; Directors approved the acceleration and distribution of all benefits payable under the Plan on May 25, 

83. 

Under the Plan, in-service annual awards were granted to certain officers and key employees of the 
Company and its subsidiaries who were selected in certain years by the Compensation Committee of the 
Board of Directors. Awards were payable in equal quarter-annual installments over a ten-year period 
following termination of employment and during such period, interest was payable on cash balances and 
dividend equivalents were payable on shares not yet delivered. 


Two types of awards, Plan A Units and Plan B Units, were granted under the Plan. Plan A Units were 
awarded only in 1957. Each Plan A Unit entitled a participant to an amount in cash equal to a portion of 
the market value of one share of the Company’s Common Stock. Plan B Units were awarded in 1957 and 
all subsequent years through 1970. No such awards were made thereafter. Each Plan B Unit entitled a 
participant at retirement to one share of the Company’s Common Stock and a sum, payable in cash, equal 
to the amount of dividends paid per share on outstanding shares of Common Stock from the time of the 
award to termination of employment. 


On May 27, 1983 Mr. Tucker received $454,542 in cash attributable to his outstanding awards under 
the Plan. 


Pension Plan. Upon receipt of requisite government approval, the Employees’ Retirement Plan (“the 
prior Plan”) will be terminated effective October 1, 1983 and be replaced by a new Pension Plan (“the new 
Plan”). The basic benefit formula under the new Plan (before the reduction discussed below) provides 
benefits of from 1.5% to 1.8% of Average Annual Compensation, with the benefit accrual rate increasing 
with increasing years of service. All employees participating in the prior Plan on October 1, 1983 will 
become fully vested as of such date. The new Plan is substantially similar to the prior Plan except that the 
maximum benefit formula has been increased from 60.00% to 65.25% of an employee’s highest applicable 
average annual compensation for three consecutive years. Upon government approval of the termination 
of the prior Plan, annuity contracts will be purchased for each participant in an amount equal to his or her 
accrued benefit as of the termination date. All other assets of the prior Plan will revert to the Company. 

In determining benefits payable under the formula set forth in the new Plan, amounts payable are 
reduced by (1) one-half of an employee’s annual social security benefit, (2) benefits actuarially determined 
from employer contributions (other than salary deferral contributions) under the 401(k) Plan and the 
earnings thereon and (3) the amount, if any, vested under the prior Plan. The maximum annual retire- 
ment benefit under the new Plan is the lesser of (1) 65.25% of an employee’s highest applicable average 
annual compensation for three consecutive years or (2) $90,000 (subject to cost of living adjustment) or an 
employee’s accrued benefit under the prior Plan as of December 31, 1982, whichever is greater. The 
actuarial value of an employee’s annual retirement benefit may be paid in a single payment upon retire- 
ment. The new Plan also contains provisions (as does the prior Plan) for early retirement benefits, dis- 
ability benefits, death benefits and payments to a vested employee who leaves the employ of the Company 
prior to retirement. 

Compensation under the new Plan is defined to include wages paid, bonuses, overtime, salary defer- 
ral contributions to the 401(k) Plan and other special earnings, but not Company contributions under the 
Employees’ Stock Purchase Plan and the Key Employees Stock Bonus Plan, certain moving expenses, 
taxable group life insurance premiums, certain commissions and severance pay. For officers included in 
the table on page 6, compensation includes all items reported in the third column of such table, except 
directors’ fees. Benefits under the Plan are fully vested after ten years of cumulative service or at age 65. 

The following table illustrates the estimated annual benefits, based on the indicated applicable an- 
nual compensation and years of service upon retirement, payable under the new Plan (under the basic 
formula prior to offsets) to a participant who retires at the end of the calendar year in which age 65 is 
attained. 


Estimated Annual Retirement Benefit 


Applicable Average 15 years 25 Years 35 Years 

Annual Compensation of Service of Service of Service 

SOU Omar ae Tsar bi tee tats $34,125 $58,500 $84,375 
DOCU Ramer eree ten Reh A ae creme act 45,500 78,000 90,000* 
PUP OW Bee Minete he an Crete Sete eee 56,875 90 ,000* 90 ,000* 
BOO! OUCIEEeeartan sth gee sc tess ae olmak 68,250 90,000* 90,000* 
AO! CM eetepssetase re Mbt ke eee sot AB 90 ,000* 90,000* 90,000* 


*Unless an employee’s accrued benefit as of December 31, 1982 was larger. Only Mr. Tucker has 
accrued benefits in excess of such amount. 


Messrs. Caspersen, Farris, Holm, Quackenbush and Tucker had approximately 12, 24, 14, 24 and 30 
years of service, respectively, credited under both plans through 1983. 


Savings Plan (“401(k) Plan”). Under this Plan, which became effective January 1, 1984, the 
Company makes “basic contributions” annually of an amount, determined by the Board of Directors of up 
to 2.5% of each eligible employee’s annual compensation, to an account established for each such em- 
ployee. Participating employees may also elect to reduce their current compensation, and have salary 
deferral contributions made on their behalf by the Company to the Plan, in amounts up to 10% (or 15%, 
if permitted by the Committee) of their annual gross compensation and thereby defer federal and, in most 
cases, state taxes on such deferred amounts and all earnings thereon until a distribution is made under the 
Plan upon termination of employment. (Restrictions may be imposed, however, on the level of salary 
deferral contributions elected by highly compensated employees, to the extent necessary to comply with 
applicable non-discrimination requirements.) An employee may also elect to contribute up to 10% of his 
or her annual compensation on an after-tax basis and defer taxes on the earnings thereon until such 
amounts are withdrawn from the employee’s account. 


Compensation is defined in the Plan to include wages paid during the calendar year, including 
overtime and year-end adjustments, but not bonuses and other special forms of compensation, amounts 
paid under the Employees’ Stock Purchase Plan or the Key Employees Stock Bonus Plan, taxable group 
life insurance premiums, certain moving expenses, certain commissions and severance pay. Until termina- 
tion of employment, no amounts contributed under the Plan, other than after-tax contributions, may be 
withdrawn under the Plan. Beginning January 1, 1986, however, employees will be permitted to obtain 
loans, at prevailing rates, against all amounts in their accounts under the Plan. 

Employees (other than seasonal employees), who have been employed by the Company or a par- 
ticipating subsidiary for not less than three years, are eligible to participate in the Plan. Basic contribu- 
tions made by the Company are invested in a Group Annuity Contract with The Central National Life 
Insurance Company of Omaha (an affiliate of the Company). One or more investment funds (selected by 
the Committee administering the Plan) are made available for investment of salary deferral and excess 
voluntary contributions. Participants choose the investment fund or funds in which such contribution for 
them will be invested, from among the funds available. Participants are fully vested and have a nonfor- 
feitable interest in their respective accounts at all times. 


Employees’ Stock Purchase Plan. Directors and eligible employees of the Company and those of 
participating subsidiaries, including officers, may elect to contribute funds under this Plan for the pur- 
chase of shares of the Company’s Common Stock and will receive from the Company a contribution of 
additional shares, subject to certain vesting rights set forth in the Plan. The maximum amount which may 
be contributed by a participant in a calendar year may not exceed an amount equal to 20% of the partici- 
pant’s “Annual Compensation” (as defined in the Plan) for such year. 


As shares of Common Stock purchased with the participant’s contributions are credited to a partici- 
pant’s account, a number of unvested “share units” are also credited to the participant’s account as fol- 
lows: (1) for the first $1,000 contributed under the Plan in each year, each participant is credited a number 
of share units equal to the full number of shares credited to such participant’s account; and (2) for all 
amounts in excess of $1,000 contributed in each year, each participant is credited a number of share units 
equal to 50% of the number of shares purchased with such additional funds and credited to the partici- 
pant’s account. 


Share units entitle a participant to receive on each dividend payment date for the Company’s Com- 
mon Stock a cash amount equal to the amount of the dividend that such participant would have received 
had he or she been, on the record date for payment of such dividend, the owner of a number of shares of 
such stock equal to the number of such credited share units. 


Share units become fully vested in a participant only after the earlier of (a) the expiration of a period 
of three years following the date on which such share units were credited or (b) the date on which a 
participant’s employment or service as a director is terminated for any of the reasons set forth in the Plan. 
The Board of Directors may accelerate the vesting of share units in the event of a tender offer for the 
Common Stock. 


During 1983, under the Plan, the present executive officers included in the table on page 6 received 
vested share units and dividends on unvested share units as follows: Mr. Caspersen—1,475 share units, 
$11,887 in dividends; Mr. Farris—484 share units, $2,331 in dividends; Mr. Holm—554 share units, $3,642 
in dividends; Mr. Quackenbush—2,312 share units, $5,348 in dividends; the 19 executive officers eligible 
to participate in the Plan, as a group—3,099 share units, $39,611 in dividends. 


Payroll Based Employee Stock Ownership Plan (PAYSOP). The Company’s Tax Credit Employee 
Stock Ownership Plan (TRASOP) was amended as of January 1, 1983 to become a payroll-based plan, 
and was renamed accordingly. Under this Plan, the Company contributes funds which are used to pur- 
chase shares of the Company’s common stock for individual accounts maintained by an independent 
trustee for eligible employees of the Company and participating subsidiaries. Company contributions are 
equal to 2% and %4% of eligible payroll (as such term is defined in the Plan) for 1983 and 1984 and for 
1985 through 1987, respectively. Allocations to employee accounts are based upon the ratio an employee’s 
compensation bears to the total compensation of all eligible employees. No employee contributions are 
permitted under the amended Plan. 


Compensation is defined in the Plan to include all wages paid during the calendar year, including 
bonuses, commissions and any other special forms of compensation, but does not include Company con- 


tributions under the Employees’ Stock Purchase Plan, the Key Employees Stock Bonus Plan, and the 


401(k) Plan, taxable group life insurance premiums or certain moving expenses and may not in any event 
exceed $100,000. 


Full-time salaried employees, who have been employed by the Company or a participating sub- 
sidiary for not less than three years, are eligible to participate in the Plan. Dividends received by the 
trustee for the account of a participant are reinvested in shares of Common Stock of the Company and 
Shares of Common Stock purchased under the Plan are voted by the trustee in accordance with instruc- 
tions received from each participant. Participants are fully vested and have a nonforfeitable interest in 
their respective accounts at all times. Participants are entitled to receive the shares in their respective 
accounts only upon retirement or termination of employment with the Company or a participating sub- 
sidiary and may elect to have the value of all or a portion of the Common Stock credited to their account 
distributed in cash. 


At December 31, 1983, the following number of shares under the Plan stood to the credit of the 
present executive officers included in the table on page 6. Mr. Caspersen—1,736 shares; Mr. Farris— 
1,581 shares; Mr. Holm—1,736 shares; Mr. Tucker—1,659 shares; the 13 officers eligible to participate in 
the Plan, as a group—11,003 shares. Upon his retirement Mr. Quackenbush received 1,736 shares. 


Employees’ Stock Plan. Under the Plan (a) ten shares of the Company’s Common Stock are dis- 
tributed to each employee of the Company and any United States or foreign subsidiary engaged in the 
loan or sales finance businesses or related insurance activities (generally comprising the Company’s Fi- 
nance Division) who has recently (i) been appointed Manager and completed one year of service in such 
position, (ii) completed 25 years of service to the Company or a subsidiary or (iii) been promoted to 
“designated executive” (as defined in the Plan) and completed one year of service in such position, and (b) 
two shares of the Company’s Common Stock are distributed to each employee of each such company who 
is in a position below Manager or designated executive and who was present at his or her employment 
during all working days of the calendar year preceding the distribution, provided that in all cases such 
recipient is still in the employment of the Company or such subsidiary at the time of distribution and that 
with respect to awards described in clause (a) above such recipient has not previously participated or been 
eligible to participate in the portion of the Plan which is described in such clause or any predecessor Plan. 
The Company or its subsidiary also pays all required withholdings for Federal, state, local and foreign 
income taxes, and Social Security taxes, imposed in connection with the distribution. Such withholding 
taxes may or may not completely liquidate the actual income tax liabilities of the employee resulting from 
the distribution. Deliveries of stock to employees recently becoming eligible under the Plan are made 
semiannually. 


Key Employees Stock Bonus Plan. Under this Plan, the Board of Directors determines in each calen- 
dar year the maximum percentage (which shall not exceed 3%) of the consolidated net after-tax income of 
the Company and its subsidiaries (computed on a consolidated basis in accordance with generally ac- 
cepted accounting principles; provided, however, that for the purpose of calculating such net income, 
there shall not be taken into account (i) the after-tax cost to the Company of the contribution to the Plan 
for such year, and (ii) extraordinary or unusual nonrecurring items that are realized otherwise than in the 
ordinary course of trade or business as determined by the Committee (e.g., gains or losses resulting from 
the sale of a subsidiary) ) which may be contributed to the Plan for such year. Based upon such determina- 
tion, the Compensation Committee then determines (a) the dollar amount of the contribution to the Plan 
for such calendar year; (b) which employees of the Company and its participating subsidiaries shall re- 
ceive an award for such year; and (c) the amount of each award, based on the performance of each such 
employee as well as such other factors as it may determine to be appropriate. 


All contributions to the Plan are held in an irrevocable trust by a bank or other institutional trustee 
selected by the Company (the “Trustee”). Such contributions may be in cash or treasury stock (whether or 
not acquired for purposes of the Plan), or any combination thereof, and all cash contributions are used by 
the Trustee to purchase full shares of the Company’s Common Stock for the accounts of employees given 
awards. Cash dividends on stock purchased under the Plan are used by the Trustee to purchase additional 
shares of stock for the accounts to which such dividends are attributable. 


Stock, cash or other property in a participant’s account vests in the participant and shall be dis- 
tributed to him or her by the Trustee at the earliest to occur of the following: (a) January 1 of the calendar 
year in which the participant attains age 60; (b) January 1 of the fifth calendar year following the year for 
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which such stock was awarded; or (c) the date on which the participant ceases to be employed by the 
Company or a participating subsidiary if such termination is other than a voluntary termination (exclusive 
of termination pursuant to the terms of an employment contract described under Employment Contracts 
with Certain Officers) or a discharge for cause. 


Distributions of stock (whether through stock splits or dividends) and stock purchased with cash 
dividends vests in participants as of the date the stock with respect to which the cash, stock or property 
was received vests in the participant. In the event a participant ceases to be employed by the Company or 
participating subsidiary (other than as provided above) before stock is vested, the participant will forfeit 
his or her interest in such stock and any cash or property received with respect to such stock. Any such 
stock, cash or property so forfeited will be returned to the Company. 


Each employee receiving awards under the Plan has the right and shall be afforded the opportunity to 
instruct the Trustee on voting shares of stock held in his or her account. Rights, benefits and payments 
under the Plan may not be assigned, pledged or encumbered in any way and any attempts by a participant 
or a beneficiary to do so are void. 


The following awards were made to executive officers included in the table on page 6 for services 
rendered in 1983: Mr. Caspersen, $125,000; Mr. Farris, $100,000; Mr. Holm, $55,000 and Mr. Tucker, 
$40,000. All executive officers entitled to participate in the plan as a group were awarded $442,500. 


Employment Contracts with Certain Officers. In 1982 the Company entered into employment con- 
tracts with approximately 250 key officers of the Company and its subsidiaries holding the rank of As- 
sistant Vice President (or its equivalent) or above. The officers are those who are responsible for the 
overall operations and the day-to-day business activities of the Company and its subsidiaries and include 
all officers covered by the executive compensation table. 


The Board of Directors, through an Ad Hoc Committee on Employment Contracts, composed of 
Messrs. Evans, Veasey and Watts, took such action in order to assure such key employees (and those who 
may be offered key positions in the future) of equitable treatment in the event of a change of control of the 
Company (as defined in the contracts) not approved by the Company’s Board of Directors. 


The employment contracts are operative for a three-year period if a change of control occurs. They 
will provide key employees (a) compensation during the employment period at a rate equal to that existing 
immediately prior to the change in control, adjusted through such period to reflect increases based upon 
the Company’s prior practices and (b) continued eligibility during such period under the Company’s 
employee benefit plans. A key employee’s good faith determination that the nature and scope of his or her 
duties have been limited following a change of control would entitle the employee to terminate employ- 
ment with the Company. In that event or in the event of a termination of employment by the Company 
other than for cause, most components of such compensation and benefits would continue through the 
remainder of the three-year period. 


Compensation of Directors and Other Plans and Arrangements. Directors of the Company who are 
not employees receive for their services $1,500 per quarter and $3,000 for each meeting attended. Direc- 
tors who are also employees receive for their services as directors $200 for each meeting of the Board 
attended. Non-employee directors who are members of the Executive Committee receive $1,500 per 
meeting attended and those who are members of other committees of the Board, including the Audit 
Committee, Compensation Committee, Committee on Strategic Planning and Evaluation or any Ad Hoc 
Committee, receive $1,000 for each meeting attended or for each day services are performed on behalf of 
such Committee. Non-employee directors who are Committee Chairpersons also receive $500 for each 
meeting attended. In addition, a non-employee director designated by the Board as a General Director 
receives a fee of $1,000 per day (provided such fees do not exceed a maximum of $100,000 per year) and 
reasonable travel expenses for each day devoted to carrying out such responsibilities as the Board may 
from time to time designate. Payment of such meeting and service fees may be deferred until a director 
either reaches the age of 70 or terminates his or her relationship with the Company. Such deferred fees 
bear interest at an annual rate equal to the average annual interest cost of all short and long-term borrow- 
ings by the Company and consolidated subsidiaries. 


The Company also has an agreement with Mr. Evans which provides that he will (a) render without 
compensation advisory and consulting services to the Company for a period of three years following his 
retirement and (b) not engage in any enterprise in competition with the business of the Company or any of 
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its subsidiaries for a period of three years following his retirement. Mr. Evans retired as an executive 
officer of the Company on December 31, 1981. 


In order to allow the Company to avail itself of the experience of retired directors, it is the Company’s 
policy to pay each director who, after February 16, 1984, (a) ceases to be a director after at least five years 
of service and after having attained the age of 70 years or (b) has served for ten years and either resigns 
voluntarily or decides not to stand for re-election, the sum of $4,500 per quarter if such retired director 
agrees to be available to render advice to the Board, its Executive Committee or any of its members. 
Directors who retired prior to February 16, 1984 and after November 26, 1979 under the same conditions 
stated above receive $3,000 per quarter, and directors who retired prior to November 26, 1979 receive 
$2,000 per quarter. 


During the period beginning on January 1, 1983 and ending on the date hereof, three nominees, 
Messrs. Caspersen, Tucker and Watts, had loans outstanding in excess of $60,000 with Beneficial National 
Bank, a subsidiary of the Company. In addition, Central Grain, Inc., an associate of Mr. Carvel, and 
Westby Corporation, an associate of Mr. Caspersen, had loans outstanding with such bank during the 
same period. All loans were made by Beneficial National Bank in the ordinary course of business on 
substantially the same terms, including interest rates and collateral, as those prevailing at the time for 
comparable transactions with other persons, and did not involve more than normal risk of collectibility or 
present other unfavorable features. As of the date hereof, the loans to Mr. Tucker and to Westby Corpora- 
tion have been paid in full. 


This Proxy Statement includes a description of transactions between the Company and its subsidiaries and 
directors and officers of the Company only for periods during which they served as such. 


SELECTION OF AUDITORS 
Proposal 2 


The Board of Directors, upon recommendation of the Audit Committee, which is composed of five 
directors who are not officers or employees of the Company, has selected, subject to stockholder ap- 
proval, the firm of Deloitte Haskins & Sells, Certified Public Accountants, as the independent auditors of 
the Company for 1984 and it is intended that, unless otherwise specified on the accompanying proxy, votes 
will be cast pursuant to the proxy for the ratification of such action. As in prior years, a representative of 
Deloitte Haskins & Sells is expected to be present at the meeting and to be available to respond to 
appropriate questions. The representative also will have an opportunity to make a statement if he or she 
so desires. 

Audit services rendered by Deloitte Haskins & Sells to the Company in 1983 included examination of 
the annual financial statements, review of unaudited quarterly financial information, assistance and con- 
sultation in connection with Securities and Exchange Commission reports and registration statements and 
consultation in connection with various accounting matters. All services provided by Deloitte Haskins & 
Sells were approved by the Audit Committee of the Board in most but not all cases before they were 
rendered. 


OTHER BUSINESS 


The Board of Directors does not know of any matters to come before the meeting other than those 
referred to in the Notice of the meeting. If any other matters should come before the meeting, the 
accompanying proxy will be voted on such other matters in accordance with the judgment of the person or 


persons voting the proxy. 


STOCKHOLDER PROPOSALS FOR 1985 ANNUAL MEETING 


Stockholder proposals for the 1985 Annual Meeting must be received at the executive offices of the 
Company, Office of the Secretary, 1100 Carr Road, Wilmington, Delaware 19899, not later than Novem- 
ber 29, 1984 for inclusion in the 1985 proxy statement and form of proxy. 
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FORM 10-K 


The Company will furnish without charge to each stockholder, upon his or her written request, a copy 
of the Company’s Annual Report on Form 10-K for the year 1983 which the Company is required to file 
with the Securities and Exchange Commission, including the financial statements and the schedules 
thereto. 


Requests should be addressed to: Mr. Kenneth J. Kircher, Vice President and Secretary, Beneficial 
Corporation, P.O. Box 911, Wilmington, Delaware 19899. 


COST OF SOLICITATION OF PROXIES 


The cost of soliciting proxies will be borne by the Company. Solicitation of proxies from some stock- 
holders of the Company may be made by personal interview, mail, telephone or telegram by the directors, 
officers and regular employees of the Company or subsidiaries. The Company also will request brokerage 
houses, custodians, nominees and fiduciaries to forward the proxy material and annual report to stock- 
holders to the beneficial owners of the stock held of record by such persons and will reimburse them, upon 
request, for reasonable expenses incurred in connection therewith. 


By order of the Board of Directors, 


KENNETH J. KIRCHER 
Vice President and Secretary 
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